BUILDING OUR WAY OUT OF THE
RECESSION: GSA’S 2011
CONSTRUCTION, MODERNIZATION,
AND LEASING PROGRAM

(111-121)

HEARING

BEFORE THE

SUBCOMMITTEE ON
ECONOMIC DEVELOPMENT, PUBLIC BUILDINGS, AND
EMERGENCY MANAGEMENT

OF THE

COMMITTEE ON
TRANSPORTATION AND
INFRASTRUCTURE
HOUSE OF REPRESENTATIVES

ONE HUNDRED ELEVENTH CONGRESS
SECOND SESSION
June 17, 2010

Printed for the use of the
Committee on Transportation and Infrastructure

&R

U.S. GOVERNMENT PRINTING OFFICE
57-060 PDF WASHINGTON : 2010

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001



COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
JAMES L. OBERSTAR, Minnesota, Chairman

NICK J. RAHALL, II, West Virginia, Vice
Chair

PETER A. DEFAZIO, Oregon

JERRY F. COSTELLO, Illinois

ELEANOR HOLMES NORTON, District of
Columbia

JERROLD NADLER, New York

CORRINE BROWN, Florida

BOB FILNER, California

EDDIE BERNICE JOHNSON, Texas

GENE TAYLOR, Mississippi

ELIJAH E. CUMMINGS, Maryland

LEONARD L. BOSWELL, Iowa

TIM HOLDEN, Pennsylvania

BRIAN BAIRD, Washington

RICK LARSEN, Washington

MICHAEL E. CAPUANO, Massachusetts

TIMOTHY H. BISHOP, New York

MICHAEL H. MICHAUD, Maine

RUSS CARNAHAN, Missouri

GRACE F. NAPOLITANO, California

DANIEL LIPINSKI, Illinois

MAZIE K. HIRONO, Hawaii

JASON ALTMIRE, Pennsylvania

TIMOTHY J. WALZ, Minnesota

HEATH SHULER, North Carolina

MICHAEL A. ARCURI, New York

HARRY E. MITCHELL, Arizona

CHRISTOPHER P. CARNEY, Pennsylvania

JOHN J. HALL, New York

STEVE KAGEN, Wisconsin

STEVE COHEN, Tennessee

LAURA A. RICHARDSON, California

ALBIO SIRES, New Jersey

DONNA F. EDWARDS, Maryland

SOLOMON P. ORTIZ, Texas

PHIL HARE, Illinois

JOHN A. BOCCIERI, Ohio

MARK H. SCHAUER, Michigan

BETSY MARKEY, Colorado

MICHAEL E. MCMAHON, New York

THOMAS S. P. PERRIELLO, Virginia

DINA TITUS, Nevada

HARRY TEAGUE, New Mexico

JOHN GARAMENDI, California

HANK JOHNSON, Georgia

JOHN L. MICA, Florida

DON YOUNG, Alaska

THOMAS E. PETRI, Wisconsin
HOWARD COBLE, North Carolina
JOHN J. DUNCAN, JR., Tennessee
VERNON J. EHLERS, Michigan
FRANK A. LoBIONDO, New Jersey
JERRY MORAN, Kansas

GARY G. MILLER, California

HENRY E. BROWN, JR., South Carolina
TIMOTHY V. JOHNSON, Illinois

TODD RUSSELL PLATTS, Pennsylvania
SAM GRAVES, Missouri

BILL SHUSTER, Pennsylvania

JOHN BOOZMAN, Arkansas

SHELLEY MOORE CAPITO, West Virginia
JIM GERLACH, Pennsylvania

MARIO DIAZ-BALART, Florida
CHARLES W. DENT, Pennsylvania
CONNIE MACK, Florida

LYNN A WESTMORELAND, Georgia
JEAN SCHMIDT, Ohio

CANDICE S. MILLER, Michigan

MARY FALLIN, Oklahoma

VERN BUCHANAN, Florida

BRETT GUTHRIE, Kentucky

ANH “JOSEPH” CAO, Louisiana
AARON SCHOCK, Illinois

PETE OLSON, Texas

TOM GRAVES, Georgia

(1)



SUBCOMMITTEE ON EcoNOoMIC DEVELOPMENT, PUBLIC BUILDINGS, AND EMERGENCY

MANAGEMENT

ELEANOR HOLMES NORTON, District of Columbia, Chair
BETSY MARKEY, Colorado MARIO DIAZ-BALART, Florida
MICHAEL H. MICHAUD, Maine TIMOTHY V. JOHNSON, Illinois
HEATH SHULER, North Carolina SAM GRAVES, Missouri
RUSS CARNAHAN, Missouri SHELLEY MOORE CAPITO, West Virginia
TIMOTHY J. WALZ, Minnesota MARY FALLIN, Oklahoma
MICHAEL A. ARCURI, New York BRETT GUTHRIE, Kentucky
CHRISTOPHER P. CARNEY, Pennsylvania, ANH “JOSEPH” CAO, Louisiana

Vice Chair VACANCY

DONNA F. EDWARDS, Maryland

THOMAS S. P. PERRIELLO, Virginia

HANK JOHNSON, Georgia

JAMES L. OBERSTAR, Minnesota
(Ex Officio)

(111)






C ONTE NTS Page

Summary of Subject Matter .......ccccoceveriiiiinirieenee e vi
TESTIMONY

Foley, David, Deputy Commissioner, Public Buildings Service, U.S. General

Services AdmInistration ........c.cccoviiviiiiiiiiniiie 39
PREPARED STATEMENTS SUBMITTED BY MEMBERS OF CONGRESS
Norton, Eleanor Holmes, of the District of Columbia ..........cccoovvvvviieeeicinieeeeeennnn. 64
PREPARED STATEMENTS SUBMITTED BY WITNESSES
Foley, David ...ccccoiieiiiiieiieeecieeeetce et e e e e s aae e s bae e enraeeens 68

SUBMISSIONS FOR THE RECORD
Edwards, Hon. Donna F., a Representative in Congress from the State of
Maryland, “GSA Leasing in the Greater Washington Metropolitan Region,
a report by the National Center for Smart Growth Research and Education
and the Master’s of Real Estate Development Program at the University
Of MAryland” .....c.cooeeiiiiiiieeeiee ettt e et e et e s sbte e st e e eeraeeeasaaeenraees 8
Foley, David, Deputy Commissioner, Public Buildings Service, U.S. General
Services AdminiStration: ........cccccoeeieiiiniiieiieeieee e e
Response to request for information from Hon. Norton, a Representa-

tive in Congress from the District of Columbia: .........cccceeevveeeciieecnnenn.
Questions for the Record .........ccccoeeevviiecnieenns 74
Regarding P.V. McNamara FBI Annex . 59
Supplemental Information ...........ccccoeeeeiiiieiiee e, 83

%)



vi

1.9, House of Representatives
Conmittee on Transportation and Infrastructuve

Fames L. Gberstar WWashington, BE 20515 Fohn L. Mica
Ehairman Ranking Republican FMember
amafeld, Chief of Stal Jdames W, Coos 1f, Hepublican Chief of Stdf
w:?: w:gﬁnxe?(‘lﬂe:::&m June 16, 2010 ¢ * "

SUMMARY OF SUBJECT MATTER

TO: Membets of the Subcommittee on Economic bevelopment, Public Buildings, and
Emergency Management

FROM: Subcommittee on Economic Development, Public Buildings, and Emergency
Management Staff

SUBJECT: Hearing on “Building Our Way Out of the Recession: GSA’s 2011 Construction,
Modernization, and Leasing Program™

PURPOSE

The Subcommittee will meet on Thursday, June 17, 2010, 2t 10:00 a.m., in room 2167 of the
Rayburn House Office Building to focus on all aspects of the General Services Administration’s
(GSA) Capital Investment and Leasing Program (CILP) including alteration, design, modernization,
construction, and building purchase activities.

BACKGROUND

GSA is the centtal asset management agency of the Federal Government. GSA was created
in 1949, after the Hoover Commission recommended a central management entity for Federal
personnel and real property activities, telecommunications, and automatic data processing
equipment. GSA owns mote than 1,500 Federal buildings totaling 176.5 million rentable squate feet
of space. GSA leases 197 million rentable square feet of space in over 7,000 leased properties, It
also provides space in Federal buildings fot child-care and telecommuting. GSA’s inventory ranges
from 2,500-square-foot land ports of entry along the northern border, to one million square foot
U.S. courthouses located in major metropolitan aress,

With 2 workforce of approximately 6,000 employees, the Public Buildings Service (PBS) is
responsible for the construction, repair, maintenance, alteration, and operation of United States
public buildings of the Federal Government, including U.S. courthouses and land ports of entry.
Additonally, PBS leases privately owned space for Federal use.
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GSA Capitai invesument and Leasing Program

CILP plays a key tole in providing the necessary resources to maintain current real property
assets and acquire, by lease, purchase or construction, new or replacement assets. The
Subcommittee on Economic Development, Public Buildings, and Emergency Management
scrutinizes each project under the CILP to assure Members that these projects meet critical tests of
need and other benchmarks. The Subcommittee has jurisdiction over all of GSA’s real property
activities pursuant to the Property Act of 1949," the Public Buildings Act of 1959 (P.L. 86-249), and
the Cooperative Use Act of 1976 (P.L. 94-541). These three Acts are now codified in Title 40 of the
United States Code.

IL Funding

PBS activities are funded primarily through the Federal Building Fund (FBF), an intra-
governmental fund into which agencies pay rent for the propertes they occupy. Any excess funds
generated by the rental system are used for building repairs and new construction. In 1975, the FBF
replaced appropriations to GSA as the primary means of financing the operations and capital costs
associated with the Federal space owned or leased by GSA.

Congress exercises control over the FBF through the annual approptiations process by
setting limits on how much of the fund can be expended for various activities. Section 3307 of Title
40, United States Code, requires the Committee on Transportation and Infrastructure of the House
of Representatives and the Committee on the Environment and Public Works of the Senate to pass
resolutions authorizing the construction, repait, alteration, or leasing of space ptior to an
appropriation of funds. Title 40 also requires the Administrator of GSA to submit to the
Committees a prospectus requesting authority for any project in excess of $2.79 million for FY
2010. The prospectus must be approved by the Office of Management and Budget, and must detail
the particular project along with the cost, benefits, and plan for Federal occupancy.

The Committee on Transportation and Infrastructure can also initiate building projects by
passing a resolution in accordance with 40 U.S.C. § 3314(b), which allows Congtess to direct the
Administrator of GSA to conduct a study of Federal space needs in a community and repott back to
the Committee. These reports can serve as the basis to pass resolutions authorizing the
appropriation of funds for the construction, acquisition, renovation, alteration, or leasing of space
for Federal use.

III.  Fiscal Year 11 Budget Reque
The President’s budget request for PBS for FY 2011 includes:

> $676 million for new construction and acquisition. The request includes funds for the
Department of Homeland Security consolidation at St. Elizabeths; the U.S. Food and Drug

Administration consolidation at White Oak, Maryland; two Land Potts of Entry; and a
building purchase in Martinsburg, West Virginia.

140 US.C. § 484(K)(3) and (4).
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> $703 million for repaits and alterations. The request includes construction funding for four
major building modernizations; and design funding for four buildings, including two
Courthouses.

> The entire PBS budget request stands in at $9.2 billion of New Obligational Authority
(NOA) with a direct appropriation request to the FBF of $292 million.

The President’s budget request differs from the FY 2011 GSA authorization request. The
President’s budget request includes some projects or project elements that the Committee on
Transportation and Infrastructure has previously authotized. The Committee considers projects or
project elements of the President’s budget request that need authorization as part of FY 2011 GSA
authorization request.

IV, FY 2011 Authorization Request

The President’s authorization request for FY 2011 is divided into four categories: repairs and
alterations; design and site acquisition; construction and building acquisition; and leases.

A. Repaits and Alterations (R&A)

The R&A program request includes three omnibus authorization requests for special
program funding for a total of $47 million: Fire and Life Safety Projects in various buildings ($20
million), Energy and Water Retrofit and Conservation measures in vatious buildings (§20 million)
and Wellness and Fitness program in various buildings (§7 million). Authorization is also requested
for four building modemizations totaling $218 million: the Corman Federal Building in Van Nuys,
California ($11 million); the Frank Hagel Federal Building in Richmond, California ($114 million);
the Emmet Bean Federal Center in Indianapolis, Indiana ($66 million); and the Daniel Patrick
Moynihan Courthouse in New York, New York ($28 million).

B. Design and Site Acquisition

Authorization to begin design is requested for five projects, three are alterations to existing
buildings and two involve new buildings, for a total authorization request of $102 million. The three
alteration project designs include: the Federal Building complex at 11000 Wilshite Boulevard in Los
Angeles, California ($51 million); the Edward Schwartz Federal Building and Courthouse in San
Diego, California ($22 million); and the Prettyman Courthouse in Washington, D.C. ($23 million).
In terms of new building structures, the authorization request is for design of a parking garage
annex to the Patrick McNamara Federal Building in Detroit, Michigan ($4 million) and both site and
design for a Land Port of Entry in Calais, Maine ($2 million).

C. Construction and Building Acquisition

GSA has submitted three projects for construction or acquisition authotization for FY 2011
for a total authorization request of $1,448.6 million. These ate comptised of the Land Port of Entry
in Calexico, Califotnia (§274.4 million); St. Elizabeths in Washington, D.C. ($1,149.4 million); and
the purchase of an Internal Revenue Service-occupied building in Martinsburg, West Virginia (§24.8
million).
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D. Leases

GSA has submitted five leases for committee authorization. The lease requests are located
in the District of Columbia, Northern Virginia, and West Virginia.

WITNESS

Mz, David Foley
Deputy Commissioner
Public Buildings Service
General Services Administration






BUILDING OUR WAY OUT OF THE RECESSION:
GSA’S 2011 CONSTRUCTION, MODERNIZA-
TION AND LEASING PROGRAM

Thursday, June 17, 2010

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON EcoNOMIC DEVELOPMENT, PUBLIC
BUILDINGS AND EMERGENCY MANAGEMENT,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The Subcommittee met, pursuant to call, at 10:13 a.m., in room
2167, Rayburn House Office Building, Hon. Eleanor Holmes Norton
[chairman of the Subcommittee] presiding.

Ms. NORTON. I apologize for the delay. The hearing is open. The
Ranking Member will be here shortly but has indicated that he has
no objection to our proceeding.

I want to welcome all to today’s hearing entitled Building Our
Way Out of the Recession: GSA’s 2011 Construction, Modernization
and Leasing Program, an examination of the General Service Ad-
ministration’s Capital Investment and Leasing Program for fiscal
year 2011 with its prospectus requests.

Last year, we noted that the fiscal year 2010 request was limited
in size and in scope, reflecting the unprecedented infusion of funds
for construction in the American Recovery and Reinvestment Act,
or ARRA, sometimes called stimulus legislation. The fiscal year
2011 request reflects a more robust and comprehensive approach to
managing the real estate portfolio of GSA.

GSA’s Capital Investment and Leasing Program, as well as its
ARRA funds, enable GSA to manage the general purpose real es-
tate needs of the Federal Government. ARRA funding serves the
additional and important purpose of putting Americans back to
work. We have held regular hearings to ensure that GSA obligates
ARRA funds as quickly as possible. Unlike other stimulus pro-
grams, GSA is no pass-through but is solely responsible for exe-
cuting the contracts expeditiously and getting America back to
work soon.

As of May 14, 2010, GSA indicated it had obligated over $4.1 bil-
lion to more than 500 companies and outlaid over $367 million of
ARRA funding. While obligating approximately 80 percent of its
ARRA funding is impressive, the Subcommittee is mindful that
U.S. unemployment hovers just below 10 percent and the mandate
to make haste so that businesses can hire new and retain current
employees is still in order.

o))
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ARRA has clearly helped stimulate an economic recovery, but the
economy, it found, was shattered, so full economic recovery will re-
quire more coaxing to stimulate a more balanced economy with
sensible regulations to prevent another collapse.

The GSA Capital Investment and Leasing Program provides an-
other opportunity to support our ongoing recovery. The largest
amount in the request is $1.4 billion for construction, repair, and
alteration of projects.

The fiscal year 2010 prospectus requests are categorized into four
main groups: repair and alteration projects, design and site acquisi-
tion projects, construction and building acquisition projects, and
leases. I am going to submit for the record what those projects are,
because there is a long list of them, and go on to the meat of my
comments.

Ms. NORTON. We must alert GSA again that the Subcommittee
will hold GSA accountable for carrying out the provisions of all
prospectuses authorized by Congress, particularly in light of the
budget deficit and the requirements of PAYGO spending. GSA
must not only work collaboratively with the private sector in reduc-
ing the costs of leasing and construction, GSA also must be far
more vigorous and vigilant in using the role assigned to the agency
by Congress to be the government’s realtor, not merely an adviser
to Federal agencies. Today, this means indicating to agencies what
is affordable and cutting costs across the board, both vocation and
transaction costs.

In the past, developers and Members of Congress have reported
to the Subcommittee tactics used in solicitations that steer competi-
tors away from the full and open competition mandated by statute.
In one instance, the GSA listed amenities sought by an agency that
included places of worship, a hardware store, and a hair saloon.
Despite a requirement in the prospectus that changes be reported
to the Subcommittee, we learned of these changes only from a long
letter, complete with documentation, from a developer who sought
to compete.

GSA had violated the language of the prospectus that required
changes to the prospectus to be reported to Congress by calling its
changes “amendments,” as if amendments do not change a pro-
spectus. The prospectus was delayed because the offending amend-
ment to the solicitation had to be withdrawn.

Reports of this kind require this Subcommittee to be vigilant
with close oversight, even after the prospectus is approved. We in-
tend to write the prospectuses accordingly and to make changes in
law as part of our reauthorization of provisions of GSA’s statute
itself. This Subcommittee will not tolerate the use of pretextual
grounds to evade full competition or to direct lease procurements
to pre-selected areas of a region.

We are pleased, however, that there is genuine opportunity for
savings in the leasing program. We intend to press GSA to con-
tinue to become more aggressive and efficient in using its market
position to identify cost savings when leasing from the private sec-
tor. With a portfolio that contains 197 million square feet of lease
space, the potential for savings is outstanding.

This Subcommittee expects GSA to get the best possible deal for
the Federal Government when identifying local office space for Fed-
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eral agencies by using appropriately delineated areas and writing
procurements that carry out congressional intent as expressed in
the prospectus. GSA must refine its procedures to provide the max-
imum benefit to the taxpayer by holding down costs far more than
the agency has done in the past.

The fiscal year 2011 capital program request, coming in the wake
of the more than $5 billion in projects authorized and appropriated
through ARRA, would suggest that GSA still continues to need sig-
nificant capital resources to maintain its inventory of owned prop-
erties and to expand that inconvenient through new building.

The largest amount in this package is for continued construction
of the DHS headquarters in Ward 8 of the District of Columbia.
The co-location of the principal headquarters of DHS on the feder-
ally owned St. Elizabeths campus not only expands the portfolio of
federally owned real estate but also creates great value for the tax-
payer by avoiding some of the highest commercial leasing costs in
the country here in this region.

The funds for the DHS headquarters is for the construction of 4.5
million gross square feet of general purpose space, exclusive of
parking. This is an appreciable amount of construction, but GSA
has estimated that it will result in savings of over $500 million on
a 30-year present-value basis in terms of the avoidance of leasing
space.

Moreover, ownership of office space in the District also benefits
GSA’s Federal Building Fund importantly. Because by charging
commercial equivalent rate to the tenant agencies, GSA will be
able to earn higher rents in higher-cost regions, thereby bolstering
the Federal Building Fund.

We also note, as with last year’s proposal to purchase Columbia
Plaza, GSA is proposing to purchase another leased building, this
one in Martinsburg, West Virginia. Without commenting on the
merits of this specific case because we have not yet had time to ex-
amine it, we welcome as a general principle opportunities for GSA
to increase its portfolio of owned properties on favorable economic
terms through the unilateral right to exercise a fixed-price pur-
chase option on a leased building. We are particularly interested in
knowing how GSA can expand the frequency of such purchases.

Finally, we welcome GSA’s input as we take up through new leg-
islation the challenges of rebuilding the exhausted Federal Build-
ing Fund and of rebuilding the Public Buildings Service itself,
which has been effectively divested of meaningful regulatory au-
thority over agencies for space utilization and efficient space man-
agement.

President Obama’s June 10th, 2010, memorandum on efficient
management of real estate underscores the need for GSA as the
central space management agency of the government to step up to
a leadership role, not merely as a trusted advisor, in this area re-
quiring very great expertise, where only GSA has the expertise and
the agencies lack it altogether.

We look forward to addressing these issues and to hearing the
testimony of today’s witness.

I am very pleased to welcome comments from the Ranking Mem-
ber.
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Mr. DiAz-BALART. Thank you very much, Madam Chairwoman.
Thank you for having this very important hearing.

I want to thank the witness for being here. I want to make sure
that you understand we are not shooting the messenger, but you
are the messenger, OK?

So, with that caveat, obviously, the GSA’s fiscal year program re-
quests approval for seven alteration and modernization projections,
three design projects, five construction and acquisition projects,
and five leases.

Now, Madam Chairwoman, I know this is not going to surprise
you. I am frankly just shocked—and, again, you and I tend to
speak with one voice on a lot of these issues. I am, frankly, just
shocked by the tremendous—I can’t say this diplomatically, I
guess—waste of taxpayer dollars and the gross mismanagement of
the Federal Building Fund that this list of projects represents.

This Subcommittee under the leadership of our chairwoman has
had numerous hearings, hearing after hearing, about how court-
houses have been overbuilt and the cost of leasing as opposed to
ownership that is bankrupting the Federal Building Fund. And I
have to again take this opportunity to once again comment on and
commend our chairwoman for her leadership on those issues, and
she has not been shy about these issues. So we know that that is
bankrupting the Federal Building Fund, and yet the administra-
tion proposes a quarter billion dollars to renovate a half-empty
courthouse and half a billion dollars to lease an agency head-
quarters.

Sometimes, Madam Chairwoman, I think you and I maybe are
speaking in a vacuum. Is nobody there listening? I am very con-
cerned about some of these projects, and I simply don’t understand
how GSA can realistically expect for Congress to approve them,;
and, gosh, I hope Congress doesn’t approve them.

For example, GSA proposed spending—I am going to use one ex-
ample, but it could have been Miami. It could have been a number
of different places. But just for example, GSA proposed spending
$288 million—I want to repeat that—§288 million to renovate the
600,000 square foot Prettyman Courthouse.

Now, you will recall from our recent hearings that GAO singled
out this specific courthouse complex as one of the most overbuilt
and over budget in the entire country. Furthermore, in 2000, the
courts projected there would be 49 judges in both the Prettyman
building and its annex, but today there are only 33 judges. About
400 people, just 400 people, work in that building, which means—
again, it doesn’t take rocket science—which means there is about
1,500 gross square feet of building space for each employee.

Now, frankly, many families live in smaller areas than that. I
think that bears repeating. About 400 people, which means that
there are about 1,500 gross square feet of building space for each
Federal employee in that building. I don’t have a word to describe
that, I just don’t, because saying it is immoral and unacceptable
just doesn’t seem strong enough.

What is even more astonishing is the renovation of this court-
house is a priority project now on GSA’s 5-year capital plan. Did
the GSA not look at the reports? Did the GSA not spend time with
us to understand? Did GSA not look at these numbers? I mean,
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how the administration can justify spending so much money on a
half-empty building that will not generate any extra revenue for
the Federal Building Fund that is again almost going bankrupt is
inconceivable.

So while GSA wants to pour even more money into an overbuilt
courthouse, GSA is proposing a new 427,000 square foot lease for
the Federal Trade Commission headquarters, further damaging the
bankruptcy issue that I already mentioned and going against ev-
erything that we have been talking about, particularly this chair-
woman has been fighting for and working on, and that, frankly, the
taxpayers demand.

So in hearing after hearing, Members of this Committee have re-
peatedly expressed concern about the overuse of expensive leases
to meet Federal space needs, again especially when we are dealing
with headquarters space. And again we have seen this in study
after study that GAO has warned us about the cost of leasing to
meet long-term space needs, but here GSA continues the same
practice.

But, again, GSA now proposes doubling FTC’s lease space, dou-
bling FTC’s lease space. I am surprised the chairwoman hasn’t just
exploded right now from seeing this, knowing of her concern for the
taxpayer on that issue alone.

So, instead of consolidating the FTC headquarters into one gov-
ernment-owned location, FTC would operate in at least two sepa-
rate locations. That really makes a lot of sense. In addition, this
proposal would move some operations out of government-owned
space into leased space. Again, what planet are we living on here?

So, on the one hand, GSA is proposing constant leases for FTC
headquarters; and, on the other hand, it wants to spend nearly
$300 million to renovate a building that is, frankly, mostly empty,
that is barely being used.

Out of the thousands of buildings in the Federal inventory on the
space needs identified for the FTC, the fact that the renovation of
the Prettyman building would be at the top of GSA’s list just raises
incredible questions about GSA’s management of the Federal
Building Fund.

Again, what planet are they living on? And I am not referring
to you, and I want to make that very clear. But I am, frankly, just
in shock. What is it? It is taxpayers’ money so it doesn’t matter?
So it really doesn’t matter? We can just irresponsibly spend it and
blow it and continue to spend it and blow it? Even though we have
reports, report after report after report expressing this, showing
this, proving this, and yet we get from GSA more of the same and
frankly even worse?

So I am very concerned about how GSA is prioritizing its projects
and whether some of them make any sense at all and whether
there is any concern for the taxpayer when we look at these pro-
posals.

So I want to thank David Foley, the Deputy Commissioner—he
is a good man—the Deputy Commissioner of the Public Buildings
Service, for being here today; and I look forward to hearing from
him on these important issues. But, again, I will mention it three
times, you are a good man, you are a decent man, you work hard,
but this proposal from GSA frankly is grossly irresponsible.
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Thank you, Madam Chairwoman.

Ms. NORTON. I very much thank you for those remarks. Indeed,
I will follow up during the question period, because I am absolutely
in accord with what the Ranking Member has said. As he said,
there just is no daylight between us, especially when it comes to
costs that cannot be justified.

I want to indicate my deep concern at how late this leasing pro-
gram has even come to the Congress, but I will put that aside until
I hear from the other Members of the Committee.

I want to ask Mr. Michaud of Maine if he has any comments.

Mr. MICHAUD. First of all, I want to thank you, Madam Chair-
man, Mr. Ranking Member, for having this very important hearing
on how we are going to build our way out of the recession. I think
GSA definitely can have a role in helping, especially when you look
at the high areas of unemployment, particularly in the construction
area. I, too, have some concerns that were addressed earlier by
both the Chairand Ranking Member.

I look forward to hearing your testimony this morning, and I will
save the rest of my remarks, Madam Chair, as well as my ques-
tions, after Mr. Foley has a chance to give his testimony today. I
look forward to working with you.

With that, I yield back the balance of my time.

Ms. NoORTON. Thank you, Mr. Michaud.

The gentlelady from Maryland, Ms. Edwards.

Ms. EDWARDS. Thank you, Madam Chairwoman; and, to my col-
leagues, I think this is a really important hearing. I actually can’t
think of a better topic or more important one than that. Because
while we have not officially approved what GSA is doing for 2010
because many of us on this Subcommittee have raised significant
questions with some of GSA’s leasing policies, I do think it is essen-
tial that our committee, our Subcommittee, with its oversight au-
thority, begin to look very critically at GSA’s construction and leas-
ing program going forward.

Now, just a couple of weeks ago, Mr. Morris was here from GSA
and was unable to answer any number of the questions that I put
forward about how GSA proceeds with its leases, what is the proc-
ess, what is the transparency of the process. I had hoped to hear
today from Mr. Peck, but, Mr. Foley, I thank you for being here,
and I trust that you will be poised to answer some of these ques-
tions today as well, because I intend to repeat them. I know that
we have submitted questions to you, and I am looking forward to
getting actual answers back.

As you know, I represent the Fourth Congressional District in
Maryland, which comprises both Prince George’s and Montgomery
Counties in Maryland. We are located right here outside of Wash-
ington, D.C., in the capital region.

Unfortunately, these counties, as documented by GSA, the Uni-
versity of Maryland, and other independent studies, including a
study from information given to GSA that was just in the Wash-
ington Post a couple of weeks ago, these counties receive far less
consideration for prime Federal leases than any other jurisdictions
in the metropolitan area.

Prince George’s County in particular receives the fewest higher-
class lease space compared to any other jurisdiction in the region
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when it comes to GSA property leasing. I raised this issue at the
last hearing.

A couple of years ago, as I said, the University of Maryland
study showed that 10.1 percent of GSA’s leases are within Prince
George’s County’s borders. Moreover, the leases represent only 7.6
percent of the square feet leased by GSA in the metropolitan region
and only 4.1 percent of the total rent. Even more striking is the
fact that only 3.9 percent of the office space leased by GSA is in
Prince George’s County. The study from the University of Mary-
land goes on to say, “However, in Prince George’s County, ware-
houses make up 49.4 percent of GSA leases.”

Again, this is from information also supplied by the GSA even
just a couple of weeks ago as appeared in the paper. I would like
to see that submitted to us for our record from GSA, but I was
happy to read it in the Washington Post.

[The information follows:]
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GSA Leasing in the Greater Washington Metropolitan Region 1

Executive Summary

The U.S. General Services Administration (GSA) makes an enormous investment
in the greater Washington metropolitan region in the form of real estate property leases.
These leases, in turn, provide a multitude of financial benefits to the region, including
the employment of local residents, the cash value of the dollars spent by the federal
workforce, and the value of lease payments to land owners. Through 765 leases, GSA's
interest in the Washington region includes 53.8 million square feet and $1.563 billion in
rent annually. This report presents the findings of an analysis of the region’s GSA
leases. The analysis finds that Prince George’s County, when compared with the other
jurisdictions in the region, does not receive its proportionate share of GSA real
property leasing.

Prince George's contains 32.7 percent of the region’s land area and 22.5 percent
of the region’s population. More specifically, 25.7 percent of the region’s federal
workforce resides in Prince George’s County. However, by raw numbers only 10.1
percent of GSA’s leases are within the county’s borders. Moreover, these leases
represent only 7.6 percent of the square feet leased through GSA in the region and only
4.1 percent of the total rent. Even more striking is the fact that only 3.9 percent of the
office space (measured in square feet) leased by GSA in the region is in Prince
George’s County. Within the greater Washington metropolitan region, for those leases
categorized as offices, only 3.0 percent of GSA’s rent dollars are spent in Prince
George's.

GSA’s overall rental investment amounts to a rate of $15.73 per square foot in
Prince George’s compared to $30.16 throughout the rest of the greater Washington
region. Part, though not all, of this difference is due to Prince George’s County hosting
more than its proportionate share of the region’s GSA warehouse leases, which produce
lower rents and fewer job opportunities. Across the region, 11.8 percent of GSA’s leases
are warehouses. However, in Prince George's, warehouses make up 49.4 percent of
the GSA leases.

A per capita look at the rental investment highlights even greater disparity.
GSA’s total rent in Prince George's amounts to more than $76 per county resident.
Throughout the rest of the greater Washington region, GSA invests at a rate of $518 per
person - or nearly seven times more per capita in the region’s other jurisdictions.
With respect to federal civilian jobs in the region, the analysis shows that Prince
George’s has 0.353 jobs per federal employee resident, compared to a ratio of 1.117 in
the region overall.

National Center for Smart Growth Research and Education September 10, 2007
Master's of Real Estate Development Program
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Introduction and Context

At the request of the Prince George's County Economic Development
Corporation, the National Center for Smart Growth Research and Education and the
University of Maryland's Real Estate Development Program have undertaken an
analysis of the federal government's leasing presence in the greater Washington
metropolitan region.

Federal Government Reliance on Commercial Leasing

Federal funds for new construction of buildings are relatively limited and the
capital allocation process used by the federal government compels the reliance on
leasing to satisfy emerging needs.! The U.S. General Services Administration serves as
the landlord for the federal government, conducting the majority of federal office
leasing> GSA has indicated commercial leases are used to meet the majority of new
space requirements for traditional office space,® and leasing represents an increasing
portion of the federal government’s real estate portfolio.? GSA has seen an almost four-
fold increase in its leasing portfolio over the last four decades.5 Based on these facts, the
analysis that follows focuses on the distribution and value of leases administered
through GSA in the greater Washington, D.C. metropolitan region, contrasting the
federal leases in Prince George’s County with federal leases in other local jurisdictions.

Benefits of Federal Government Community Presence

The federal government's presence in a community brings with it a multitude of
financial benefits including the employment of local residents, the cash value of the
dollars spent by the federal workforce, and in the case of leased space, the value of lease
payments to land owners and property taxes to state and local governments. In
addition to these benefits, because of the federal government's heavy reliance on
contractors, the federal government's presence in a community brings with it
substantial contracting and procurement dollars, as well as significant private sector
employment. In 2006 alone, it was estimated that the federal procurement dollars spent
in the region totaled $53.6 billion.¢

1 Government Accountability Office (GAO) Testimony before the Subcommittee on Federal
Financial Management, Government Information, and International Security, Senate Committee on
Homeland Security and Governmental Affairs “Reliance on Costly Leasing to Meet New Space Needs Is
an Ongoing Problem.” Statement of Mark L. Goldstein, GAO Director of Physical Infrastructure Issues.
October 6, 2005.

2The General Services Administration is not the largest landholding agency of the Government,
but serves as the Government’s primary lessor.

3 Remarks of GSA Public Buildings Service Commissioner David Winstead before the District of
Columbia Business Industry Association (DCBIA) March Meeting, Washington, DC (March 15, 2007).

41d.

SId.

¢ Center for Regional Analysis, George Mason University presentation dated May 18, 2007 “The
Washington Region Economy and Residential Real Estate Market in 2007.”

National Center for Smart Growth Research and Education September 10, 2007
Master's of Real Estate Development Program
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There has been some quantification of the benefit the federal government's
presence can bring to a community, The National Trust for Historic Preservation has

estimated that the average visitor to a federal office
spends $18.58 while visiting the agency.” That same
study estimated that federal workers spend an average
of $5,041 annually on retail goods and services in the
community in which they work. The value of the
presence of the federal workforce is magnified in

In 2006 alone, it was

estimated that the federal
procurement dollars spent
in the region totaled $53.6

National Center for Smart Growth Research and Education

metropolitan Washington where federal government  pillion.

workers comprise 12.4 percent® of the workforce as a

whole, and the federal government serves as a very significant anchor and driver of the
local economy. Hence, where in this region those leases are located has an outsized
impact on the local economy.

Data Analysis

GSA publishes an updated inventory of its leased properties monthly on its
website. The inventory used in this analysis was released by GSA on June 15, 2007. For
the purposes of this effort, we refer to the greater Washington metropolitan region as
including the District of Columbia and the other jurisdictions immediately surrounding
the District. These other counties and municipalities include: Prince George’s and
Montgomery Counties in Maryland, Arlington and Fairfax Counties in Virginia, and the
Virginian cities of Alexandria, Fairfax, and Falls Church. At the time of this report, the
current inventory shows a total of 776 GSA leases in the region. Of these, 11 lease
records show no rentable square footage and thus we have excluded those records from
our analysis.®

Not surprisingly, the remaining 765 leases underscore the massive investment
the federal government makes (and as a result, its impact) in the region. In total, GSA
leases 53,780,281 square feet of space in the region. This space is equivalent to 1,235
acres, 934 football fields, or alternatively, nearly two square miles of rented space.
Moreover, it represents more than 30 percent of the total space leased through GSA in
the entire country. The total rent paid for these Washington area leases is nearly $1.6
billion, or 37% of the total paid on all GSA leases nationwide. The gross GSA rental rate

7 "Measuring the Economic Impact of Federal facilities on Central Business Districts”, Final
Report, National Main Street Center, National Trust for Historic Preservation, July 2002 (rev. March
2004).

8 Bureau of Labor Statistics, Monthly Labor Review, December 2006, “Industry Dynamics in the
Washington, D. C Area: Has a Second Job Core Emerged?” identifying 337,221 federal Government
employees and 2.8 million workers in the Washington metropolitan area (page 3).

9 Such leases are typically for parking structures or spaces. Collectively, these 11 records
represent $4.8 million in GSA rental investment, or approximately 0.3 percent of the GSA total rental
investment in the region of nearly $1.6 billion, Less than 1/10 of the rent from these excluded records is
from Prince George’s County.

Master's of Real Estate Development Program

September 10, 2007
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is higher in the Nation’s capital area Land Area  Percentof
as well - the $29.06 paid per square (sq.mi) _ Region Total
foot of space in the greater Alexandria 15.18 "OZ/"
Washington region is 22 percent ::\::;gtxogigoumy 2:‘;: :J'Z;’
higher than the $23.77 nationwide Fairfax Gounty 305.04 26.6%
rate. Falls Church 1.99 0.1%

This report focuses on an  Northern Virginia Total 444.39 29.9%

analysis of these GSA leasing data for
the greater Washington metropolitan Montgomery C,ounty 495.52 33.3%
region. It evaluates the distribution Pringe George's County 489,43 92.7%
. Suburban Maryland Total 980.95 66.0%

of GSA commercial leases across the
region, comparing Prince George’s " pisyict of Columbia 61.40 4.1%

County to other jurisdictions with
regard to the number of leases, the  ENTIRE REGION 1486.74 100.0%

relativ
amount of rented space, relative rent TABLE 1: Land area of jurisdictions in the Greater Washington

values, and commercial office space  Region.
avaﬂabi]ity. Source: U.S. Census Bureau, 2000 Decennial Census.

Bases of Compatrison

We began our analysis by establishing some points of reference. There are
several bases against which we could compare the region’s jurisdictions. For this study,
we have chosen to distinguish the jurisdictions by their relative land area, population,
and residential federal workforce.

Land Area. As Table 1 shows, the entire region consists of 1,487 square miles.
Prince George’s County (485 square miles) and Montgomery County (496 square miles)

each make up

20?% Population  Percent  approximately 33 percent of

P°'(’§02)°" g:::gyé‘?,:; °'$:g|°" the region’s land area. Asa

Alexandria 137.0 9,023 3.7% point of reference,

Arlington County 199.8 7,722 53% Arlington County

Fairfax City 224 3,553 0.6% represents a far smaller land

Fairfax County 1,010.4 2,558 27.4% area with less than 2

Falls Church 108 5427 0.3% percent (26 square miles) of
Northern Virginia Total 1,380.4 3,106 37.0% the region’s total. At 444

Montgomery County 9321 1,881 25.0% square miles, the entire

Prince George's County 8413 1,733 22.5% Northern  Virginia  area

Suburban Maryland Total 1,773.4 1,808 47.5% represents 30 percent of the

region’s total, the wvast

District of Columbia 581.5 9,471 15.6% majority of which is Fairfax

County at 395 square miles

ENTIRE REGION 3,735.4 2,512 100.0%

or slightly less than 27

TABLE 2: Population estimates for July 1, 2006. percent of the region's total.
Source: Adapted from US. Census Bureau Population Estimates released June 28,
2007 (hitp:/ / www.census.gov/ popest/ estimates. php).

National Center for Smart Growth Research and Education September 10, 2007
Master’s of Real Estate Development Program
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Population. Another starting point for comparing the region’s jurisdictions can be
based on the distribution of the region’s population. Estimates released by the US.
Census Bureau in June 2007 indicate that more than.3.7 million people resided in the
greater Washington region in 2006. Table 2 shows the distribution of the population
across the region’s jurisdictions. Prince George’s County’s 841,315 people make it the
third largest jurisdiction in the region, behind Fairfax (1,010443) and Montgomery
(932,131) Counties. Prince Georgians make up 22.5 percent of the region’s total
population. :

Federal Government Civilian Employees by Place-of-Residence. Consistent with land
area and population, the percentage of the region’s federal government civilian
employees residing in Prince George’s County demonstrates the county’s relative
importance to the region.
According to the US.
Census Bureau, more than
one quarter of the region’s
federal civilian workforce
resides in Prince George's
County (25.7 percent), as
shown in Figure 1. By
comparison,  Arlington
County and the City of
Alexandria are home to .. . oo
71 percent and 42 74,032
percent of the region’s :

Arlington County
20,583
Ti%

Fakfax County
72,830
25.3%

federal civilian workforce, Gyt

respectively. 0%
Geography. Falls Church

Throughout our analysis, Manigomery Courty ;fa

we  draw  contrasts e

between Prince George’ s FIGURE 1: The region’s federal civilian workforce by place of residence.
Source: 2000 US. Census Summary File 3.
County and Montgomery

County or one of the five individual jurisdictions in Northern Virginia. Some areas in
Prince George's County are comparable to the more urban Arlington County or the City
of Alexandria. Other parts are similar to more suburban and rural areas in Northern
Virginia. These diverse land uses in Prince George’s County have led us to compare the
county to Northern Virginia collectively at times. Generally, however, we have not
drawn comparisons between Northern Virginia and a collective Suburban Maryland, as
combining Prince George’s and Montgomery Counties would create a subregion that
contained nearly two-thirds of the entire region’s land area. When we have compared
the two Maryland counties separately with the Northern Virginia jurisdictions
collectively, we have compared three nearly equally sized subregions, each with a
variety of land uses and densities. Occasionally, we have also made comparisons
between Prince George’s County and the remainder of the region collectively.

National Center for Smart Growth Research and Education September 10, 2007
Master's of Real Estate Development Program
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Number of Leases

The first and most basic comparison we have made is with respect to the raw
number of GSA leases in each of the region’s jurisdictions, This initial review indicates
that Prince George's has a
disproportionately low share of GSA  Despite having 10.1 percent of the

leases. Despite having 32.7 percent of the region’s overall GSA leases, Prince
region’s land area and 22.5 percent of the

population, Prince George’s County’s 77 ~ (Ge0rge’s has 42.2 percent of the
leases represent only 10.1 percent of the  region’s GSA leased warehouses and
region’s total number of GSA leases. only 5.2 pereent of the region’s GSA
On a per capita basis across the i
entire region, there are 4,883 people per  leased offices.
GSA lease. In Alexandria there is one
lease for every 2,795 people, while Arlington County has one lease for every 1,350
residents. Northern Virginia collectively carries a relatively proportionate number of
GSA leases per capita, with one lease for every 4,424 people. However, the
corresponding number in Prince George’s is 2.5 times larger, at 10,926 people per lease.
These differences in the number of leases become even more noteworthy when
we look at the property uses or functions. Of the 765 GSA leases in the entire
Washington metropolitan region, 655 or 85.6 percent were categorized as office space,

7 T = //

FIGURE 2: Function and location of GSA leases in the greater Washington metropolitan region.

National Center for Smart Growth Research and Education September 10, 2007
Master’s of Real Estate Development Program
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90 or 11.8 percent were warehouse, and 17 or 2.2 percent were identified as serving
some other use.’® However, in Prince George's County, only 44.2 percent of the GSA
leases were categorized as office leases, and 49.4 percent of the properties were
categorized as warehouses (see Appendix A for a complete breakdown of property use
by jurisdiction). In this respect, Prince George’s is distinguished as having an even
lower share of GSA’s leased offices, which garner higher rent and employ more people
than warehouses.

In a snapshot of the region as a whole, despite having 10.1 percent of the region’s
overall GSA leases, Prince George’s has 42.2 percent of the region’s GSA leased
warehouses and only 5.2 percent of the region’s GSA leased offices. The map in Figure
2 shows the categorized function and location of GSA leased facilities in the greater
Washington metropolitan region.

Rentable Square Feet''

The vast majority of GSA leases in the greater Washington region includes leases
for less than 50,000 square feet. In fact, the median space size is 33,301 square feet,
mearnting that 50 percent of all GSA leases in the region are for 33,301 square feet or less.
The average GSA rentable space in the region is 70,301 square feet. Leased GSA
properties in Prince George's County tend to be smaller than those in the other
jurisdictions across the greater Washington metropolitan region. In Prince George’s, the

median size is 27,366 square feet, which is 6,071
Only 3.9 percent of GSA’s square feet smaller th.au(\1 the median lease size in
total leased office space in the rest of the region. The average GSA lease
the region is located in Prince size in Prince George's is 53,137 square feet,
compared to 72,222 throughout the rest of the
region. Once again, this discrepancy is further
demonstrated by analyzing the rentable space by use. Among those leases categorized
as office, the average GSA leased space in Prince George’s is 59,544 or 21.1 percent
lower than the average rentable office space in the rest of the region (75,454 square feet).
The combination of fewer leases and smaller rentable spaces has the effect of
further minimizing Prince George’s share of GSA’s overall rentable square feet in the
region. Of the region’s nearly 53.8 million square feet of GSA rentable space, Prince
George’s only has 4.1 million, or 7.6 percent. Meanwhile, Northern Virginia has 20.4
million rentable square feet, or 37.8 percent of the regional total.

George’s County.

1 The GSA inventory dataset provided the percentage of square feet at each property that is
identified as office, warehouse, or special (or rather, “other”}. 84.6 percent of the leases are identified as
being completely one use or another. The remainder of the inventory includes leases identified as serving
a combination of functions. We categorized these leases based on the use with the largest percentage of
square footage. In most instances, the categorized use represented 90 percent or more of the square
footage, but in every case was at least 50 percent of the leased space. Note also that there were three
records for which nio use was indicated in the GSA inventory.

1 “Rentable square feet” is a term GSA uses in its monthly lease inventory to reflect the total
amount of space GSA rents on behalf of the federal government at a particular location.

National Center for Smart Growth Research and Education September 10, 2007
Master’s of Real Estate Development Program
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As shown in
Figure 3 and in
Appendix B, only 3.9
percent of GSA's total
leased office space in the
region is located in
Prince George's
County. 12 GSA leases Dbsirictdzf&zksmbia
1.8 million square feet of
office space in Prince
George’s County and
nearly just as much in
Falls Church (1.7 million
square feet), despite
Prince George’s being

244 times larger tt Prines Gzorg%?'s County

Falls Church in land

Alexandria
B0%

Artington County
18.6%

Fairfax County

5.5%

Gity of Fairfax
§4%

i Falis Chuch

8.7%

FIGURE 3: Each jurisdiction’s relative share of the G5A’s leased office space in the region

area and 78 times larger  (measured in square feet).
in population. In further

comparison to Prince George’s County, GSA leases 2.3 times as much office space in
Alexandria, 5.2 times as much in Arlington, and 3.3 times as much in Montgomery. By
contrast, GSA leases more warehouse space (1.8 million square feet, or 45.6 percent of
the region total) in Prince George’s County than any other jurisdiction in the region
(Fairfax County is second with 725,897 square feet or 18.2 percent of the region total).

Total Rents and Rental Rates

Total GSA rental expenditures in the greater Washington metropolitan region
equal approximately $1.563 billion. A little more than half of that, or $789 million, is for
leases in the seat of the U.S. federal government - the District of Columbia. Of the $774

million invested in leases in the D.C. suburbs,
70.9 percent is in Northern Virginia, 20.8
percent is in Montgomery County, and only 8.3
percent is in Prince George's County. With
respect to the region as a whole, Prince
George's only sees a 4.1 percent share of the
total GSA leasing dollars. By contrast,
Arlington’s share is 187 percent and
Montgomery’s share is 10.3 percent. Stated

The federal Government through
GSA spends 4.6 times more leasing
dollars in Arlington County and 2.5
times more leasing dollars in
Montgomery County than it spends
in Prince George’s County.

2 In this instance, because the GSA inventory indicated the specific percentage of each property’s
square footage that was attributable to each use, we were able to calculate exact area square footage
totals. For example a 100,000 square foot property that is 95 percent office space and 5 percent warehouse
was noted as contributing 95,000 square feet of office and 5,000 square feet of warehouse as opposed to

designating the entire square footage as office.

National Center for Smart Growth Research and Education
Master's of Real Estate Development Program

September 10, 2007
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more simply, the federal Aexandria
government through GSA 0%
spends 4.6 times more leasing
dollars in Arlington County and
2.5 times more leasing dollars in
Montgomery County than it
spends in Prince George's
County. Figure 4 and the map
in Appendix C  further
demonstrate the distribution of
GSA rent across the region.

Of all the region’s
individual jurisdictions, the
City of Falls Church has the
largest proportional share of
GSA rental expenditures, with
nearly $45 million in rent for
just under two square miles ($22.6 million per square mile). The city’s share also
corresponds to $4,163 per resident. Prince George’s County’s GSA rental investment
equates to $132,545 per square mile and $76.48 per county resident (as shown in Figure
5). By contrast, the total rents for GSA leases throughout the rest of the region equate to
$1.5 million per square mile (11.3 times that of Prince George's) and $517.81 per person
(6.8 times that of Prince George’s). Appendix D provides a complete breakdown of rent
dollars by jurisdiction.

When looking solely at GSA leases categorized as offices, rent paid out on leases
in Prince George's totals $45.4 million, which is only 3.0 percent of the total GSA office

Adlinglon Gounty
18.7%

Fairtax County

_ Falis Ohueeh
o,

i Montgomery County
10.3%

Pringe Beorge's Gounty

FIGURE 4: Percentage of total GSA leasing doliars by jurisdiction

$1,600
1,400 $1,356.87
$1,200
§1,000 ¢
$800
$800
$397.55%
$400
$200 $172.44
§76.48
0 e ‘
District of Golumbia Northern Virginia Montgomery County  Prince George's Courty

FIGURES: Per capita GSA leasing dollars across the Greater Washington metropolitan region.

National Center for Smart Growth Research and Education September 10, 2067
Master’s of Real Estate Development Program
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lease rents in the region. Meanwhile, in Arlington County, which only contains 5.3
percent of the region’s population and 1.7 percent of the land area (compared to Prince
George’s 22.5 percent and 32.7 percent, respectively) leases categorized as offices total
$288.9 million in rent, or 19.1 percent of region’s GSA office lease total. This is 6.4 times
the corresponding amount in the larger and more populous Prince George’s.

The total average GSA rental rate per square foot (total GSA rent divided by total
GSA rentable square feet) for the region is $29.06. The Prince George’s rate of $15.73
per square foot is nearly half the $30.16 per square foot received outside the county. For
additional analysis on this data, we performed a statistical test to compare the GSA’s
average rent per square foot received in Prince George’s to that of the rest of the region.
The difference was found to be statistically significant,!3 suggesting that GSA rental
rates in Prince George’s for the type of space GSA leases is considerably less than
elsewhere in the region.

$40.00

$35.00
8 Northern Virginia

|81 Montgomery County
& Prince George’s County
1 District of Columbia

$30.00

$25.00

$20.00

$15.00

$10.00

$5.00

$0.00 S . S - : U
All Types Office Warehouse
FIGURE 6: GSA rent per square foot across the region, by property use category.

Further breakdown of the GSA data reveals that the lower rental rates in Prince
George's is not solely due to the larger percentage of warehouse uses in the county (the
total regional rental rate for leases categorized as warehouse use is $9.38 compared to
$30.88 for office uses). In fact, as Figure 6 and Appendix E show, GSA rental rates in
Prince George’s County are lower than all other communities in the region for both
office and warehouse uses, which is indicative of lower market rates in Prince George's

1 The difference between two means test produced a t-statistic of 2.407, which is well beyond the
critical value of 1.963 at an alpha of 0.05.

National Center for Smart Growth Research and Education September 10, 2007
Master’s of Real Estate Development Program
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County. (Note that Appendix E shows these data disaggregated by individual
jurisdictions.)

Federal Job Locations

In contrast to the residential distribution of the region’s federal workforce, the
distribution of federal jobs in the region demonstrates a general jobs-housing
imbalance. Despite having 25.7 of the region’s federal civilian workforce residing in the
county, only 8.1 percent of the region’s federal government civilian jobs were located in
Prince George's County in 2000 according to the U.S. Department of Commerce’s
Bureau of Economic Analysis. As would be expected, the District of Columbia hosted
the greatest share of federal jobs, with 55.7 percent of the region’s total. In comparison
to other Washington suburbs, Arlington County had 10.0 percent and Montgomery

County 13.1 percent Federal Federal  Ratio of
of the region’s Civilian gms%c;yee RJO::I?O
federal civilian jobs. —— ";’:2 e = ;‘1‘: es : :2':
. iexandria B » o
Pafriax County,  gton County 32,140 20,583 1561
Fairfax City and  fyifay Gounty, Fairfax Gity & Falls Ghurch 34,859 75,265 0.463
Falls Church  “Northern Virginia Total 74611 107,960 0.691
combined for 10.8
percent.* Montgomery Gounty 42,134 61,621 0.684
The regional Prince George's County 26,105 74,032 0.353
. e Suburban Maryland Total 68,239 135,653 0.503
disparities become
more apparent when  pisyict of Golumbia 178,262 44642 4.016
looking at the ratio
of federal ENTIRE REGION 322,112 288,255 117

government jObS t0  TABLE 3: The ratio of federal civilian jobs to federal civilian employee residents.
the number Of Source: Bureau of Economic Analysis, U.S. Department of Comumerce and 2000 U.S. Census

Summary File3
federal employees ¥

residing in each jurisdiction. Table 3 demonstrates that Prince George's County’s ratio
of federal jobs to federal employee residents is the lowest in the region at 0.353. In
general, the lower the ratio, the more likely a federal employee living in a given
jurisdiction is to commute to another jurisdiction for work. Other than D.C., Arlington
County is the only jurisdiction in the region that has more federal jobs than federal
employee residents (56.1 percent more). Overall, the region has 11.7 percent more
federal jobs than federal employee residents, suggesting that there are many federal
employees that commute from outside the immediate Washington region.

More recent data from the Bureau of Economic Analysis suggest that Prince
George's may even be losing some of its already small share of federal jobs. Between
2000 and 2005, the region saw a 5.9 percent growth in federal jobs, from 322,112 to

1 The U.S. Bureau of Economic Analysis combines these three Virginia jurisdictions when
reporting employment figures. Source: Regional Economic Information System, Bureau of Economic
Analysis, U.S. Department of Commerce (http:/ /www.bea.gov/regional/reis/CA25fn.cfm).
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FIGURE 7: Percent of existing and pipeline (under construction} commercial office space in each jurisdiction. The indicated

current vacancies are percentages of the current supply of commercial office space (i.e. not including pipeline space).

Source: Jones Lang LaSalle IP, Inc., “Market Smart: Washington, D.C. Office Market Statistics,” 2 quarter 2007.
341,174. Prince George’s County, however, did not keep pace with the rest of the
region. Over that same five year period, Prince George’s gained only 209 federal jobs
(0.8 percent increase) and saw its relative share of federal jobs fall from 8.1 percent in
2000 to only 7.7 percent in 2005.

Commercial Space Availability

In connection with this study we also undertook a review of available
commercial space in the region to determine if the lack of GSA office leasing in Prince
George's could be linked to absence of supply. Figure 7 and the table in Appendix F
highlight the current supply, vacancy and pipeline construction of commercial lease
space in each of the region’s jurisdictions. At16.26 percent, the Prince George’s vacancy
rate is second highest in the region, behind only Falls Church at 24.13 percent.
However at $2286, the average commercial office asking rent in Prince George's is
lowest in the region (by contrast, the average commercial office asking rent in
Alexandria is $31.24 and in Arlington is $34.52).15 The 2.9 million square feet of vacant
or pipeline commercial office space in Prince George's is equivalent to 71.1 percent of
the space currently leased through GSA in the county. On their face, these data suggest

15 Source: Jones Lang LaSalle IP, Inc., “Market Smart: Washington, D.C. Office Market
Statistics,” 2nd quarter 2007.
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there is sufficient opportunity for a growing federal presence in Prince George’s and
that a lack of available commercial office space is not a likely explanation for the federal
government's currently limited presence in Prince George’s County.

Conclusions

GSA occupies 765 leases throughout the greater Washington metropolitan area.
Generally, our analysis of that data has found that Prince George’s County’s share of
these leases is not at par with the rest of the region.!é More specifically, we have shown
that:

¢ Despite making up 32.7 percent of the land area in the region and 22.5 percent
of the local population, the 34 GSA office leases in Prince George’s County
correspond to only 5.2 percent of the offices leased through the GSA (overall,
the 77 leases in Prince George's only represent 10.1 percent of the GSA
regional lease count).

¢ When measured in terms of the square footage of lease space occupied by
GSA in the region, only 7.6 percent of the GSA’s square footage is located in
Prince George’s County. The county’s share of GSA leased office space is
even lower at 3.9 percent.

* Prince George's leases categorized as office rented at a total of $45.4 million,
or only 3.0 percent of the total GSA office lease rents in the region.

¢ Prince George’s County attracts only 4.1 percent of the federal leasing dollars
spent through GSA in the greater Washington metropolitan region. By
comparison, Arlington County, which only contains 5.3 percent of the
region’s population and 1.7 percent of the land area, attracts 18.7 percent of
the GSA leasing dollars. Prince George’s neighbor in Maryland, Montgomery
County, is similar to Prince George’s in land area and population, however
the federal government spends 2.5 times more GSA leasing dollars in
Montgomery than in Prince George’s.

16 Note that the figures and analyses in this report are not intended to conclude anything about
total federal real estate investment in Prince George’s, since this analysis does not take into account GSA-
owned properties in the region, nor does it review property leased or owned by other federal agencies,
including those with a major local presence in the region such as the U.S. Postal Service and the U.S,
Department of Defense. This analysis also does not review the regional distribution of federal investment
and expenditures in general. To do so would require a much more extensive look at federal agency
budgets and contracts. What this study has done is review GSA leasing presence in the region. As the
nation’s largest public real estate organization, GSA provides acquisition and real estate services for the
benefit of many federal agencies, and leases more than 7,100 properties across the country. These
properties provide workspace for approximately 600,000 federal employees according to GSA's website
(www.gsa.gov).

National Center for Smart Growth Research and Education September 10, 2007
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o Fully 49.4 percent of the GSA leases in Prince George’s County are classified
as warehouse leases, which command lower rents and employ far fewer
people than traditional office space. These represent 42.2 percent of GSA’s
leased warehouses in the region. Furthermore, 45.6 percent of the region’s
GSA leased warehouse space (measured in square feet) is in Prince George's.

¢ Average GSA rental rates in Prince George’s County are significantly lower in
Prince George’s than they are in the rest of the region. The overall price per
square foot of $15.73 in Prince George's is nearly half the $30.16 spent
through GSA in the rest of the region.

¢ Despite having 25.7 of the region’s federal workforce residing in the county,
only 8.1 percent of the region’s federal government jobs were located in
Prince George’s County in 2000. By 2005, the percentage had fallen to 7.7
percent as the county’s federal job growth (0.8 percent) did not keep pace
with the region’s growth in federal jobs (5.9 percent).

¢ Prince George’s County’s ratio of federal jobs to federal employee residents is
the lowest in the region at 0.353. The ratio for the region overall is 1.117
federal civilian jobs for every federal employee resident.

* A review of the commercial office space in the region revealed a relatively
large amount of vacant commercial office space in Prince George’s County,
along with significant development of commercially leased space in the
pipeline.

While the lower rental rates in Prince George’s County are an indicator of the
lower federal investment in the county, they also present an opportunity to the federal
government as the lowest cost alternative in the metropolitan Washington commercial
leasing market. The relative affordability of acquiring commercial lease space makes
the relative lack of federal leasing presence in Prince George's County all the more
remarkable as the U.S. General Services Administration seeks to acquire leases on the
most favorable basis for the government and must follow competitive procurement
practices.’’ Although GSA is directed in most cases to procure leased space at the best
value to the government, Prince George's County is a remarkable anomaly as it attracts

17 Federal Management Regulations direct acquisition of leases on the most favorable terms to the
government. In addition, lease procurements are subject to the Competition in Contracting Act which
directs full and open competition. GSA indicates on its website that in lease procurements it “solicits
offers on a competitive basis, negotiates with offerors, and, for most acquisitions, makes awards to the
lowest priced acceptable offer.” See:
http:/ /www.gsa.gov/Portal/gsa/ep/contentView.do?contentld=8317&contentType=GSA_OVERVIEW

National Center for Smart Growth Research and Education September 10, 2007
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the lowest relative share of GSA leasing dollars in the Washington metropolitan region
despite being the region’s lowest cost alternative,

From a “smart growth” perspective, the federal job location data and the current
GSA leasing pattern demonstrate an imbalance between federal jobs and where federal
employees reside. This imbalance places a burden on federal employees in terms of
their commute. In making its siting decisions, the federal government can help reduce
this burden and the corresponding costs (such as fuel consumption, air pollution and
time lost in congestion) to the region as a whole, by leasing more space in Prince
George’s County where more employees live.

National Center for Smart Growth Research and Education September 10, 2007
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APPENDIX A: Crosstab of Leases — Property Use by

Jurisdiction
Office Warehouse Other Unknown All Uses
# of Leases 35 10 2 2 49
City of
A!e‘;(an dria  7° ©f Column 53% 11.1% 11.8% 66.7% 6.4%
% of Row 71.4% 20.4% 41% 4.1% 100.0%
. # of Leases 142 4 2 0 148
éro!:‘nng‘tyon % of Column 21.7% 4.4% 11.8% 0.0% 19.3%
% of Row 95.9% 27% 1.4% 0.0% 100.0%
# of Leases 54 20 2 0 78
Falrfax
County % of Column 8.2% 22.2% 11.8% 0.0% 9.9%
% of Row 71.1% 26.3% 2.6% 0.0% 100.0%
# of Leases 8 1 1 0 10
City of
F:i‘:-fax % of Colurmn 1.2% 1.1% 5.9% 6.0% 1.3%
% of Row 80.0% 10.0% 10.0% 0.0% 100.0%
§ # of Leases 29 0 0 0 29
City of Falls
Church % of Golumn 4.4% 0.0% 0.0% 0.0% 3.8%
% of Row 100.0% 0.0% 0.0% 0.0% 100.0%
# of Leases 77 8 3 0 88
gg‘?:‘g;:mery % of Golumn 11.8% 8.9% 17.6% 0.0% 11.5%
% of Row 87.5% 9.1% 34% 0.0% 100.0%
Prince # of Leases 34 38 4 1 77
George's % of Column 52% 42.2% 23.5% 33.3% 10.1%
County % of Row 44.2% 49.4% 52% 1.3% 100.0%
# of Leases 276 9 3 0 288
Districtof ;. mn 12.1% 100% 17.6% 0.0% 37.6%
Columbia % of R
o of Row 95.8% 3.1% 1.0% 0.0% 100.0%
Entire # of Leases 655 20 17 3 765
Region % of Column 100.0% 100.0% 100.0% 100.0% 100.0%
% of Row 85.6% 11.8% 2.2% 04% 100.0%
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APPENDIX B: Relative Share of Leased Space by
Jurisdiction and Property Use
The table below shows each jurisdiction’s relative share of the GSA's leased

space in the region by property use, in comparison to their relative share of the region’s
population and land area. (Values shown are percentages of the region’s totals.)

Total GSA GSA Leased
Leased GSA Leased Warehouse
Land Square Office Square Square
Population  Area Footage Footage Footage
Alexandria 3.7% 1.0% 9.1% 9.0% 14.1%
Arlington County 5.3% 1.7% 18.3% 19.9% 5.8%
Fairfax City 0.6% 0.4% 0.6% 0.4% 2.9%
Fairfax County 27.1% 26.6% 6.6% 5.5% 18.2%
Falls Church 0.3% 0.1% 3.4% 3.7% 0.0%
Northern Virginia Total 37.0% 29.9% 37.8% 38.5% 40.9%
Montgomery County 25.0% 33.3% 12.7% 12.6% 8.0%
Prince George's County 22.5% 32.7% 7.6% 3.9% 45.6%
Suburban Maryland Total 47.5% 66.0% 20.3% 16.5% 53.6%
District of Columbia 15.6% 4.1% 41.8% 45.0% 5.5%
ENTIRE REGION 100.0% 100.0% 100.0% 100.0% 100.0%
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APPENDIX C: GSA Rents Paid in the Washington DC
Metropolitan Area
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APPENDIX D: Total GSA Rents by Jurisdiction
Per Sq. Mile
Percent of Average Per Capita of Land
Total Rent Region Lease Total Rental Area

(millions) Total (millions)  Expenditure  (millions)
Alexandria $124.4 8.0% $2.538 $907.88 $8.192
Ardington County $292.8 18.7% $1.978 $1,465.41 $11.316
Fairfax Gity $6.2 0.4% $0.621 $277.18 $0.984
Fairfax County $80.5 5.2% $1.059 $79.68 $0.204
Falls Church $45.0 2.9% $1.550 $4,162.64 $22.589
Northern Virginia Total $548.8 35.1% $1.759 $397.55 $1.235
Montgomery County $160.7 10.3% $1.827 $172.44 $0.324
Prince George’s County $64.3 4.1% $0.836 $76.48 $0.133
Suburban Maryland Total $225.1 14.4% $1.364 $126.92 $0.229
District of Columbia $789.1 50.5% $2.740 $1,356.87 $12.851
Excl. Prince George’s* $1,498.6 95.9% $2.178 $517.81 $1.497
ENTIRE REGION $1,562.9 100.0% $2.043 $418.41 $1.051

* Totals for all jurisdictions in the region, excluding Prince George’s County.
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APPENDIX E: Total GSA Rents per Square Foot by

Jurisdiction and Property Use

The table below provides the total average rent per square foot for each
jurisdiction by property use. This is not the average of the rental rates paid on the GSA
leases in each jurisdiction, but rather the total GSA rent paid in each jurisdiction
divided by the total GSA lease square footage in the jurisdiction. The resulting number

is the cumulative rental rate paid in the jurisdiction.

Total Average Rent per Square Foot

All Leases Office Leases Warehouse Leases

Alexandria $25.54 $27.91 $9.69
Ariington County $29.77 $30.29 $11.41
Fairfax City $20.77 $28.93 $9.06
Fairfax County $22.76 $26.56 $11.45
Falls Church $24.79 $24.79 N/A
Northern Virginia Total $26.96 $28.65 $10.69
Montgomery County $23.54 $24.32 $10.49
Prince George's County $15.73 $22.40 $8.04
Suburban Maryland Total $20.61 $23.85 $8.42
District of Columbia $35.06 $35.38 $9.00
Excl. Prince George’s* $30.16 $31.24 $10.50
ENTIRE REGION $29.06 $30.88 $9.38

* Totals for all jurisdictions in the region, excluding Prince George's County.
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APPENDIX F: Commercial Space Availability

Source: Jones Lang LaSalle IP, Inc., “Market Smart: Washington, D.C. Office Market
Statistics,” 2nd quarter 2007.

21

Under
Supply (sf) Vacancy (sf) Vacancy Rate Construction (sf)
Alexandria 12,788,433 757,240 5.92% 348,000
Arlington Gounty 32,095,903 3,034,762 9.46% 1,012,280
Fairfax City 2,098,176 129,821 6.19% o]
Fairfax County 82,524,782 7,619,047 9.23% 4,610,024
Falls Church 1,201,130 289,832 24.13% 1]
Northern Virginia Total 130,708,424 11,830,702 8.05% 5,970,304
Montgomery County 46,380,533 3,966,920 8.55% 1,192,358
Prince George's County 13,489,663 2,193,873 16.26% 715,213
Suburban Maryland Total 59,870,196 6,160,793 10.29% 1,907,571
District of Columbia 101,740,728 6,205,320 6.10% 5,759,920
Excl. Prince George's* 278,829,685 22,002,942 7.89% 12,922,582
ENTIRE REGION 292,319,348 24,196,815 8.28% 13,637,795

* Totals for all jurisdictions in the region, excluding Prince George’s County.
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APPENDIX G: Additional Graphs and Charts
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Percentage of Region’s Population
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Percentage of GSA Leases in the Region
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Distribution of GSA Leases by Type
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Rentable Square Feet per Square Mile of Land Area
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Ms. EDWARDS. I spent the last couple of years in office trying to
understand why these disparities are present. The county has more
Metro stops than any other county in the region, arguing for the
consideration that others in this Committee have raised that if you
have Metro stops and it is a priority to get people on and around
transit and consolidating leases, why is it then that there is a lack
of leasing in this region, or even building, in the areas where that
is appropriate?

Every time a new lease opportunity comes up, GSA has some
reason unknown at the beginning to not lease in Prince George’s
County or reason to release a prospectus in such a way that seems
to favor other jurisdictions. And indeed in some of those instances
it is not even clear what the process is for changing the prospectus
on simple things, lowering ceiling heights, which seems so ridicu-
lous that you could make a mistake like that twice in two separate
leases and then explain it away as a typographical error when it
has been done by two separate teams and included in two separate
proposals for a prospectus. I don’t understand. If we have got that
kind of inefficiency going on in GSA, then we have a bigger prob-
lem than we think.

I would say also, as I close here, that these questions are really
not unique to the Washington, D.C., metropolitan area. I think that
these are considerations for a number of metropolitan areas where
there has to be both transparency and fairness of process, treating
an entire region as a region.

When we do transportation funding and policy and any number
of other policies, we look at regions. There are a dozen major met-
ropolitan and regions around this country. If we have that kind of
disparity within a region, then it creates the kind of inequity that
we see in this leasing program. So I would like some explanations
about process, about how costs are determined within the region,
and about how changes are made so it is transparent to the public
and to those of us on this committee.

Then, lastly, Mr. Foley, I think it is really imperative that GSA
understands that its customer is not an agency, its customer is not
a bureaucrat. The customer for GSA, who ought to get the benefit
of the best bargain, is the taxpayer, and if your process in leasing
or building doesn’t benefit the taxpayer, then GSA is not doing its
job.

With that, I yield back.

Ms. NoORTON. I thank the gentlelady for yielding back, and I
thank her for her comments. I join her in those comments.

Mr. Foley, would you like to say for the record where those who
are supposed to be here are and why they are not here?

Mr. FoLEY. Certainly. I am speaking on behalf of the agency and
for Commissioner Peck. He is actually at a meeting at the White
House complex today regarding the Presidential memo that you
mentioned earlier in GSA’s leadership role with the Federal Real
Property Council and the 23 landholding agencies. He had to go to
that meeting and is chairing that as well. We provide direction to
the agencies and are developing the path forward to implement
that memorandum.

Ms. NoORTON. We will regard this as an excused absence.

Mr. Foley, you may proceed.
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STATEMENT OF DAVID FOLEY, DEPUTY COMMISSIONER, PUB-
LIC BUILDINGS SERVICE, U.S. GENERAL SERVICES ADMINIS-
TRATION

Mr. FOLEY. Thank you.

Good morning, Madam Chair, Ranking Member Diaz-Balart, and
Members of the Subcommittee. Thank you for inviting me here
today to discuss GSA’s fiscal year 2011 Capital Investment and
Leasing Program. I am pleased to be here today to request the Sub-
committee’s authorization for the projects in our capital program.

The Public Buildings Service is one of the largest and most diver-
sified public real estate organizations in the world. Our mission is
to provide a superior workplace for Federal agencies at an economi-
cal cost to the American taxpayer.

We continue to demonstrate strong operational performance, sur-
passing many private sector benchmarks. We are also becoming a
green proving ground for new and innovative technologies and sus-
tainability methods. These efforts enable PBS to reduce the Fed-
eral Government’s carbon footprint and optimize energy savings.

The projects in the fiscal year 2011 program were selected based
upon a number of criteria, including the urgency of the require-
ment, priorities of the tenant agency, physical condition of the
asset, high-performance green building features, timing and execu-
tion, improving asset utilization, return on investment and pay-
back, avoidance of lease costs, and historical significance.

PBS is requesting a repairs and alterations program of $703 mil-
lion to enable GSA to maintain and improve these properties so
that they continue to meet the mission needs of our customer agen-
cies. Each of these projects has a continuing Federal need and is
capable of being economically self-sufficient.

Through the Recovery Act, funding for repairs and alterations
enabled us to reduce our repair and alterations need, but clearly
there continues to be a great additional need, and this is one of our
top priorities.

The highlights of GSA’s fiscal year 2011 repair and alterations

rogram include $335 million for basic repairs and alterations,
5321 million for full scope and major repairs and alterations, $120
million for fire prevention programs, $20 million for energy and
water retrofit and conservation measures, and $7 million for
wellness and fitness programs.

The program includes the following proposed major building
modernizations: $66 million for the Major General Emmett Bean
Federal Center in Indianapolis, Indiana; $11 million for the James
C. Corman Federal Building in Van Nuys, California; $28 million
for the Daniel Patrick Moynihan U.S. Courthouse in New York;
and $114 million for the Frank Hagel Federal Building in Rich-
mond, California.

These funds also provide designs for the following buildings: $6
million for the West Wing at the White House complex for phase
two construction; $51 million for the FBI Federal Building in Los
Angeles, California; $22 million for the Edward J. Schwartz U.S.
Courthouse and Federal Building in San Diego, California and sup-
port of an ICE co-location project; and $23 million for the E. Bar-
rett Prettyman U.S. Courthouse in Washington, DC.
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The fiscal year 2011 capital program includes funding to improve
PBS’s buildings with additional greening technologies and repairs
and alterations to increase energy savings. These improvements
will help GSA meet the goals set forth in the Energy Independence
and Security Act of 2007 and Executive Order 13514. To meet
these goals, PBS is requesting $20 million for the implementation
of energy and water retrofit conservation projects and another $20
million for the fire prevention program. PBS is also dedicating in
support of the administration’s new health and wellness initiatives
$7 million to our wellness and fitness program to upgrade, replace,
and improve space within government-owned buildings in support
of employee wellness.

We are also requesting a construction and acquisition of facilities
program of $676 million. This request includes funding for site ac-
quisition, design, infrastructure, construction, and the management
and inspection of 10 Federal facilities. PBS traditionally pursues
construction and ownership solutions for special purpose and
unique facilities that are not readily available in the real estate
market. In addition, we recommend new construction where there
is a long-term need in a given locality.

PBS’s fiscal year ’11 construction program is focused on urgent
customer priorities ranging from the consolidation of government-
critical defense organizations, laboratories for protecting the public
health, and land ports of entry to secure our borders.

The program includes $380 million for the St. Elizabeths DHS
consolidation, West Campus Infrastructure, Historic Preservation
Mitigation and Highway Interchange in Washington, D.C.; $174
million for the FDA consolidation at White Oak in Maryland; $8
million for the Denver Federal Center remediation; $86 million for
the design and/or construction of two land ports of entry in
Calexico, California, and Calais, Maine; $4 million for the design
of an automotive maintenance and secured parking garage at the
P.V. McNamara Federal Building in Detroit; and $25 million for
the acquisition of the IRS Annex Building in Martinsburg, West
Virginia.

In addition to owned space, GSA has entered into almost 9,000
private sector leases in 8,000 locations nationwide to meet the
space requirements of tenant agencies. We are pleased that the va-
cant space within our leased inventory has been at or below 1.5
percent for the last 5 years, well below national industry averages
of over 15 percent.

We strive to keep leasing costs at or below market levels and
have developed a comprehensive strategy to do so, including the
use of industry benchmarks and market surveys to comparison
shop for best value for the agencies that occupy our space and the
taxpayers.

In addition to the fiscal year 2011 leasing program, PBS is also
seeking authorization for the balance of our fiscal year 2010 pro-
gram. PBS continues to work with agencies to help them shape
their requirements to meet mission needs while improving oper-
ational efficiencies and space utilization to minimize costs for the
American taxpayer. We also work with our stakeholders to cap-
italize the requirements of our aging inventory and growing and in-
creasingly specialized needs of our customers.
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Finally, PBS strives to reduce our asset liability by concentrating
reinvestment in core assets and disposing of unneeded and under-
utilized properties.

Madam Chair, Ranking Member Diaz-Balart, this concludes my
prepared statement. I will be pleased to answer any question you
or any other Member of the Subcommittee may have about our pro-
posed fiscal year 2011 Capital Investment and Leasing Program.
Thank you.

Ms. NORTON. Thank you very much, Mr. Foley.

The prospectus, upon inspection, is probably going to be further
delayed in approval because so many questions are raised by what
the prospectus proposes.

First let me indicate that surely you are aware that, by law, au-
thorizations of this committee, and for that matter of the Senate
Environmental and Public Works Committee, are to precede appro-
priations for GSA’s projects. What is the reason we are receiving
this package, I don’t know, about 4 months after the President’s
budget? This is worse than tardiness. It is disrespect for the com-
mittee.

Mr. FoLEY. Madam Chair, I do have to apologize for the lateness
of the program getting to you and the committee. We did have
some issues with final clearance of the prospectus package, and we
are striving to ensure that that doesn’t happen.

Ms. NorTON. Final clearance in your agency?

Mr. FOLEY. Through both the administration and the agency. We
are working on a new process so that that does not happen next
year, and our goal is to get it up immediately following the Presi-
dent’s budget for fiscal year 2012. We recognize that this puts you
in a bind, and we strive

Ms. NORTON. It puts you in a bind, because we are not going to
rubber-stamp any prospectus, and we are not going to authorize it,
and we are going to ask the Appropriations Committee to delay it.
So we are not in a bind, but you certainly are in a bind, and you
will have to make haste to in fact respond to the questions that
have been raised by this tardy submission.

For example, 2 weeks ago, we requested information on what the
Ranking Member raised about the Prettyman Courthouse. That is
a courthouse that has a relatively new—it must be within the last
5 or 10 years—a beautiful new annex. But it is one of the court-
houses that was cited for being overbuilt. I am lost to understand
why, given—what is it—an $8 billion backlog of courthouses to be
built, I am astonished that you want to rehabilitate a courthouse
that is underutilized as a priority. Explain yourself.

Mr. FoLEY. Certainly. We do understand that there were a num-
ber of questions, and again I apologize for the delay——

Ms. NORTON. You can answer them right now.

Mr. FoLEY. I fully intend to answer.

This project does go back a number of years. In fact, the design
for the Bryant Annex to the Prettyman Courthouse was done in
1997, long before any of the courtroom sharing models adopted by
the Administrative Office of the Courts and GSA. At the time the
Annex was designed, GSA and the courts attempted to build to the
full capacity of the site.
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GSA and the courts, we both recognized, and I think in the hear-
ing last week, that there were issues with projections and the num-
ber of judges. We are working closely together to address that mov-
ing forward. In fact, Commissioner Peck is actually going to be
meeting with the Court Space and Facilities Committee tomorrow
to discuss this very issue.

However, that doesn’t diminish the need for this critical project.
This is a busy court facility with a number of high-profile cases.
The project is mainly a building systems project. It is not designed
to build out additional courtrooms. This is an historic asset that
the government will hold onto for decades; and the majority of the
construction dollars are for exterior construction, plumbing and me-
chanical, fire protection, electrical, and abatement.

Ms. NoOrRTON. Mr. Foley, you could run that down for dozens of
courthouses in the United States that have had no recent additions
the way the courthouse here has. I hope you don’t think that the
fact it is here makes a dime’s worth of difference to me. We will
need answers other than “it is needed,” particularly since it is on
the hit list in the first place as an overbuilt courthouse.

Is it being fully utilized?

Mr. FoLEY. I believe that there are underutilized courtrooms in
the facility. However, I think it is important to point out that there
are only nine courtrooms in the annex which was recently com-
pleted. The majority of the courtrooms are actually in the old facil-
ity. I believe there are

Ms. NORTON. There are some courtrooms in the Annex, and there
are some in the old facility. Is anybody being pushed out into the
street, Mr. Foley?

Mr. FOLEY. I don’t believe at this time.

Ms. NORTON. Is any sharing of courtrooms going on in the
Prettyman Courthouse?

Mr. FoLEY. I believe there actually is some sharing going on, in
part as we move folks around in preparation for the modernization
of this facility.

Ms. NORTON. Well, you know, they better stay put. Because, as
it stands now, we are not requesting to approve the Prettyman
Courthouse.

You have to get those answers to us. And you know what? We
need those answers before the hearing. Because if you think get-
ting answers after a hearing means we say, OK, it is OK—what
was disturbing is to hear you tell us when the courthouse was ap-
proved in 1997. Duh? So once you approve it, what you are telling
me is GSA never looks at it again, but it just keeps on going.

It seems to me a review was in order here before pushing up to
the top a high-profile courthouse that happens to be in the Nation’s
capital. I don’t know why we ought to be more open to this court-
house than others. If you came forward with a comparison between
its needs and the needs of others, perhaps we could understand.
But the Federal Government looks foolish if it in fact proceeds now
to modernize a courthouse that it has just given an addition to
without any indication of the need compared with other court-
houses in the United States.

We are not going to do it. The burden is on you. Right now, the
burden hasn’t been met. The Prettyman Courthouse is not in your
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prospectus, unless you can show us that that courthouse needs ren-
ovation more than any other courthouse in the United States that
is not on the list. If that is not the rule, then the President’s memo-
randum isn’t worth the paper it is written on.

Now, we can’t ignore the President’s memorandum, and I wish
you wouldn’t. I regard this as nothing less than ignoring what the
President has already said, much less what he is going to tell Mr.
Peck at the White House today.

Now, the Ranking Member and I have spoken of our concern
about the increasing reliance on leasing. I know, for one, and I am
sure the Ranking Member does as well, that we can’t go around
buying buildings. We don’t have the capital. We didn’t have it be-
fore the collapse of the economy.

But I am very concerned that you are not—and we see that you
bought a building last year. You are buying a building this year.
We are very pleased to see you are proceeding in that way. I don’t
see the capital for going around doing what we ought to do. There-
fore, we have to look for other ways to see if we can purchase.

Now, one way does not involve purchasing, but it very much in-
volves your lease procurements and the way you do them. Now, you
do them through best-practice transactions, that makes a lot of
sense normally, best-practice procurements in which you evaluate
technical factors along with price in awarding a decision. So we
do?’t want to say there is anything inherently wrong with best
value.

But given that lease procurements are highly prescriptive in
terms of establishing minimum requirements for many, many tech-
nical matters, the present GSA practice of making price signifi-
cantly subordinate to technical factors is of huge concern to this
Committee in this climate. Why should price now—or, for that mat-
ter, even before, but particularly now—be subordinate to technical
factors which are already prescribed in the prospectus?

Mr. FoLEY. Madam Chair, I should note the majority of our pro-
curements are done through lowest-cost, technically acceptable. So
it has to meet the minimum criteria, but we do use low-cost pro-
curement. We do use more complicated source selection criteria to
evaluate technical criteria for many of our larger procurements.

Ms. NorTON. It is the larger procurements that I am worried
about. That is where we spend the money, Mr. Foley.

Mr. FOLEY. Agreed. Those criteria typically have to do with fac-
tors such as space configuration, proximity to public transportation,
which was mentioned previously, energy efficiency, past perform-
ance of the landlord, project team qualifications.

Ms. NORTON. All those things are already a matter of law. They
are already prescribed.

Mr. FOLEY. So I think those are all critical criteria in addition
to price for consideration.

As far as location decisions, they are made in accordance with
the customer’s mission, requirements, and established location poli-
cies.

Obviously, one of the things from the executive order on sustain-
ability is the emphasis on transit-oriented, sustainable develop-
ment. So that is a critical consideration for us through where we
locate facilities.
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I agree with you that we have an excellent opportunity in the
current real estate market to take advantage of many of the lower
prices we are seeing at this point in time. We are working ex-
tremely closely with our tenant agencies to look at both their re-
quirements, what is available in the existing marketplace, and pro-
vide expertise and guidance as far as how they might be able to
utilize their space.

Ms. NORTON. Let me ask you about that, Mr. Foley. Just give me
a straight answer. Why should price ever be significantly less im-
portant as a factor? Should it ever be significantly less important
than technical factors?

Mr. FoLEY. I think the critical piece for us is making sure that
we deliver a workplace that will satisfy the tenant agency’s mission
requirement. So if you have a proposal where it is not

Ms. NORTON. Just a moment, Mr. Foley. You have just walked
into the lion’s den. Because that is precisely what the problem with
procurements has been. Instead of understanding who you are re-
sponsible to, you have said more than once during your responses
that you are responsible to the agency.

Now, I don’t know what we are going to have to do to blow you
out of that mandate that you apparently feel you have, but it is so
serious that we are designing law that will make you understand
that you are subordinate to the committees and through them to
the taxpayers.

You are being manipulated in every conceivable way. In my own
opening statement, I offered an example of that which was shock-
ing. It happened to have been from Prince George’s County, and
the manipulation of a prospectus in violation of the prospectus was
so serious you had to withdraw it. And now you are here by rote
telling me that price can be significantly less important if the agen-
cy in fact needs that change. That is why you are not in Prince
George’s County. That is why you are not even in NoMa here in
the District of Columbia within a stone’s throw from the Senate,
because you pay attention to agencies who obviously have every
reason to manipulate.

If you came to me and you said, Eleanor, what kind of house do
you want and you don’t have to pay for it, I could regale you with
technical matters, as you indicate, that I would want, because price
would not be a concern.

I must therefore ask you, who makes the decision in a given pro-
curement that price should be below certain technical factors? Who
makes that decision?

Mr. FOLEY. GSA is the leasing agency for the government, so ul-
timately GSA.

Ms. NORTON. Who within GSA? How is that done? What is the
process?

For example, is there any written guidance promulgated by the
central office of GSA to leasing officers and others to know, so that
you don’t have—and that is where we are going next. If you want
a GAO report to tell us differences among your agencies or your re-
gions, that is what you are going to get. Because what we detect
just from what we can see here are determinations in price that we
cannot justify.
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So I am asking you, who in GSA? What is the process? Is it uni-
form region to region? Who gets to make these nice decisions on
which is more important, price or technical matters?

Mr. FoLEY. First, I would like to respond to a couple of things.
GSA, we are expanding our leasing in NoMa. In fact, as an agency,
we will be relocating a portion of our headquarters into NoMa. So
we have seen a significant increase

Ms. NORTON. Of course, that does not answer my question. The
fact is—because you are only telling us what the Subcommittee has
done. It is not GSA that broke open the NoMa matter. It is the
Subcommittee. And do you know how we broke it open? Don’t take
any credit for what we did. We put in the prospectus that you had
to come back to the Subcommittee before deciding to lease on K
Street rather than in NoMa on Massachusetts Avenue. Now you
are taking credit for that. That happened because we required it
to happen.

And still you violated the prospectus when it came to Prince
George’s County, because you ignored that mandate and did not
come back to us to tell us that the agency involved wanted
changes, such as hair saloons and places of worship. So, yes, you
are absolutely right. NoMa got broken open, and we are going to
break open the rest of this as well.

But you are not answering my question, and it is not good form
when my question is one thing to go to another.

Now, my question is—and you realize the significance of my
question by the priority I have put on understanding best value. I
want to know—and I will say it again—who in GSA makes the de-
cision on best value? Are there written guidelines so that there are
not one set of best-value decisions made in one region and another
made in another region? That is what my question is. That is what
I want to know, not about NoMa, which is what this Subcommittee
did, not what you did at all.

Mr. FOLEY. Yes, Madam Chair. We have had inconsistency from
region to region. However, we are going through a major reinven-
tion of our leasing program at this point in time. We are working
to provide consistent guidance to all of our regions so that they do
their procurements in a similar fashion, whether it is consistency
amongst the solicitations all the way through the process.

As far as who directly decides in the procurement process, it is
the contracting officer and the project team that work together in
terms of developing the source selection criteria.

Ms. NORTON. As I understand it, you are promulgating such
guidance?

Mr. FOLEY. Yes.

Ms. NORTON. So you recognize there may be differences without
guidelines. You can’t expect bureaucrats out there to proceed if
they don’t have guidance from central headquarters.

Mr. Foley, we are going to require now that before we receive a
prospectus you must come to the staff so that we can beforehand
look at evaluations on price alongside technical factors. We do this
because the President himself is requiring large changes, some of
which are going to come out of our budget, and could and should,
and we perceive that this loose using of technical factors is basi-
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cally a way for agencies essentially to design their headquarters
through leasing as they see fit.

We do not say that that is your intention. We do say that we be-
1ieve1 unless you can show us this is not the case that that is the
result.

I have other questions for you, but I am going to go now to the
Ranking Member.

Mr. Diaz-BALART. Madam Chairwoman, if I may, and again as
I mentioned before, Mr. Foley is a good man, he is trying to do the
best job he can and trying to answer these questions.

I really don’t have questions or comments for him. I really want
to kind of speak among ourselves here, if that is OK.

Look, we have the same issue with the San Diego courthouse, by
the way. It is business as usual, but, frankly, worse, because now
we have the information. As you said, I guess it is when a decision
was made, whether it was years ago, they can’t change it, whether
or not we have proof that the money is being wasted. So that seems
to be the case with this agency.

Really, my question and my comment, Madam Chairman, is
more of an internal thing to us. We know what the problem is.
There is a huge problem here. There is an attitude of “we are going
to continue to waste the money.” The San Diego courthouse that
we have been speaking about in this Subcommittee way before I
was on the Subcommittee, Madam Chairman, you are more aware
of it than anybody else, now we see that what they are doing with
that courthouse is the same kind of thing. There was a deal cut to
allow the construction to go forward but to bring in agencies and
other departments that were in leased space into that new facility
that was being built.

Now that is not what is being done here. That is not what is
being proposed. Now they are proposing moving people out of the
old courthouse, and then you have to renovate the old courthouse,
as opposed to just while we are building this new one let’'s get
those who are in leased space in there.

We could go on forever. So I think really the question and the
comment, Madam Chairwoman, is really almost towards you,
which is I think we need to figure out what we need to do in order
to, frankly, try to reverse and stop this.

As I said before in one of the hearings that you led for us re-
cently, when we have facts that prove that the money is being
wasted and then the administration, the agency, continues to do so,
knowing that it is being wasted ahead of time when we have re-
ports, studies, et cetera, it gets to the point where we are going to
have to do our part.

So I think we need to just now kind of figure out what we have
to do. Because I don’t think we are going to get this agency to
change. I just don’t. I think we are going to have to do our part.
We are going to have to, obviously, contact the appropriators. Un-
fortunately, we don’t have a lot of time, because the information
was given to us late, as you already mentioned.

So I think we are going to have to be very aggressive. Because
we are getting no help in protecting the taxpayer. We are getting
no help in changing the way things are being done. We are getting
no help in even realizing the reality we have, studies after studies
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and fact after fact, showing the money is being wasted and just
thrown away.

So I think we are just going to have to do our part; and we are
going to have to be, frankly, very, very aggressive. Because I just
don’t see any help from the agency.

Ms. NORTON. I join you, Mr. Diaz-Balart. We have sat here and
preached to an unwilling choir for a long time without results that
I think we could justify.

Yes, that is part of the reason we are reauthorizing provisions in
the statute and part of the reason why I say we are not going to
approve any prospectuses for best value unless we look at them
ahead of time. If the agency needs us to essentially act like they
are students and we are the teachers, we are going to have to do
that. Because, otherwise, we just become a check-off Subcommittee.

At a time when every Subcommittee is trying to save funds, we
can’t allow a big amount—the kinds of big amounts it takes to
lease and construct properties—to simply go with no more indica-
tion, for example, that best value is being used appropriately to
control price than we have here today.

I am going to go to Mr. Michaud.

Mr. MicHAUD. Thank you very much, Madam Chair.

I have a couple of questions.

Have you done an analysis of what are the total needs of projects
out there that GSA has?

Mr. FOLEY. In terms of repair and alterations and new construc-
tion?

Mr. MicHAUD. For new construction and alterations, if you have
them separated.

Mr. FOLEY. Sure. We estimate our current repair liability for the
portfolio somewhere in the range of about $5.3 billion. We know
that there are a number of large new construction needs out there
for Federal executive branch agencies exceeding another $2 billion,
including things like the remainder of the St. Elizabeths campus.

There is a large courthouse construction program as well. Needs
on the 5-year plan I think exceed another $1.5 billion to $2 billion,
as well as the land port of entry program has about $5 billion
worth of construction long term. I think the 5-year plan is signifi-
cantly less for that. But there are significant needs out there for
the Federal inventory.

Mr. MicHAUD. When you look at the projects, do you look at vet-
eran-owned businesses, whether or not they would have a priority
in that regard?

Mr. FoLEY. Certainly. We follow all the procurement rules and
the preferences required for the small business goals, including vet-
eran owned.

Mr. MicHAUD. What about project labor agreements? Do you sign
any project labor agreements?

Mr. FOLEY. GSA has been a leader in terms of the implementa-
tion of project labor agreements, particularly through the Recovery
Act projects. We were one of the first agencies to move out on that
and I believe established PLAs in at least four projects and identi-
fied ten projects that we are looking at negotiating them as we
move forward on.
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Mr. MicHAUD. OK. When you talk about agencies trying to meet
the agencies’ needs, does GSA look at—for instance, you could have
the Department of Labor, OSHA, EPA, EDA. They all need space.
Do you look at co-locating a lot of these agencies, even though they
may not want to be co-located? How does GSA deal with that issue
where you are involving different agencies and different needs?

Mr. FoLEY. Certainly. We do look at the overall Federal require-
ment. When an agency comes to us with a housing need, we look
at what we have in terms of existing federally owned space, what
we might already have under lease, and what the alternatives are
for leasing. If there are opportunities for economies of scale pro-
vided through co-location, that is certainly something we look at
pursuing.

If there isn’t sufficient existing federally owned space, one of the
issues with co-location is, depending on the given real estate mar-
ket, if you consolidate three or four agencies together, you may
drive the requirement so large that existing space may not be
available; and so in some instances that can actually increase costs.
So it is sort of a delicate balance, and it is definitely something
that is real estate market specific as to how we handle that.

We also have to consider the compatibility of the agencies. And
the ones you mentioned might be compatible, but you have to look
at law enforcement versus those with, you know, public access and
that sort of thing. So all of these criteria are factored into our loca-
tional decisions.

Mr. MicHAUD. How do you prioritize the agencies list that you
gave?to deal with? Is it by region or is it—how is the prioritization

one’

Mr. FOLEY. In terms of priority, it is many of the factors that I
mentioned in my opening statement. So we do look at the mission
need, the priority for the tenant agency. But, also, there are a num-
ber of factors that, frankly, weigh equally as much in terms of the
benefit to the taxpayer, return on investment and payback period,
improving the condition of existing facilities, environmental usage,
improving the energy efficiency and high-performance green build-
ing factors, stewardship roles such as historic preservation of sig-
nificant government-owned assets, all of those. There is a myriad
of factors that go into it.

Mr. MicHAUD. Have you looked at—just looking at some of the
projects on your list—the new construction, the $380 million for the
St. Elizabeths—have you looked—I am not picking on that one, but
have you looked at the needs out there for energy efficiencies, for
projects that actually might not be as expensive, that you can wipe
off the books, so to speak? A lot of smaller projects versus doing
a larger project?

Mr. FOLEY. Certainly. You will notice we have a $20 million line
item for energy efficiency and high-performance green building fea-
tures. A lot of that is for that.

We also are working to become a green proving ground where we
can address a lot of these smaller issues for specific buildings and
improve the energy efficiency of them. We have a number of goals
to meet under the Energy Independence and Security Act and the
executive order, and that is what a lot of these funds are for, for
many of the smaller projects that wouldn’t rise to a full building
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modernization to allow us to do things such as integrated photo-
voltaic sun roofs or cool roof technology, a lot of different things.

Mr. MicHAUD. I see my time has expired, so thank you very
much.

Mr. FOLEY. Certainly.

Ms. NorTON. We will hear next from Ms. Edwards.

Ms. EDWARDS. Thank you, Madam Chairman.

I have a couple of questions. Can we go back to this issue of best
value and how and when you make a determination that price in
terms of its importance for consideration sort of falls below some
of the technical factors?

Mr. FoLEY. Certainly. I think, as I said before, you know, the
majority of our procurements are done with low cost, technically ac-
ceptable. But we do source selection, particularly when it is a much
more complicated requirement for specialized space where technical
factors are critical.

Also, for some of our larger procurements which, as you know,
are a lot of the bigger dollar acquisitions, where there are a myriad
of factors, including price, which are important, but making sure
that we do have something that provides the best value, not just
to the occupying agency but to the taxpayer as well.

Ms. EDWARDS. So, let’s take, for example, the solicitation—the
prospectus, rather, for the DHS Annex. On April 1, you issued a
solicitation for offers up to 1.136 million square feet of space to
house three tenant agencies. The offers were originally due on May
7. That was then extended by a week to May 14, so an extra week.

In that submission, the offers had to include evidence of, quote,
all final base building zoning subdivision site plan approvals and
any other required local, regional, State, or Federal Government
approvals that might be required related to the base building utili-
ties, stormwater management, parking facilities, and landscape re-
quirements.

My own experience, just as an activist doing zoning and planning
work, is that there is no possible way that you could get through
probably in any one of our jurisdictions—I know one of the ones I
represent, Prince George’s County—that process in 4 weeks or in
5 weeks. So can you just tell me then on that particular prospectus
what is the average or even median time for site-planned approval
processes in the various jurisdictions in this metropolitan area? Do
you know?

Mr. FOLEY. I do not know. And we can certainly follow up with
that information, based on our experience.

I think the DHS omnibus prospectus—I mean, it was shaped and
designed to allow for the maximum competition possible but, at the
same time, meeting the timeline for the Department of Homeland
Security and aligned with other expiring leases that we have.

Ms. EDWARDS. Right. But let me just go back to this, because I
can assure you that that process generally takes between 12 to 18
months to complete that process in the local zoning and planning
process.

Site plan approvals, all of that, stormwater management, meet-
ing local zoning requirements, 12 to 18 months. I would be shocked
if GSA could come back and tell me that in any of the jurisdictions
in this metropolitan area that that would not be true, just abso-
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lutely shocked. I mean, I have sat in on these hearings for months
and months and months. So I would be interested in an answer for
that.

With respect to that particular solicitation and the other one that
was referenced by the chairwoman regarding the Health and
Human Services facility, there was a change in the prospectus from
9-foot ceilings to 8-foot ceilings. When my staff inquired to you, the
GSA, about that change, it was described in both of those in-
stances, two separate teams doing them, that it was a typo-
graphical error that resulted in exactly the same change to the pro-
spectus, which, in effect, favored one jurisdiction.

Is it the practice of GSA, in the prospectus process of amending
a prospectus, to make that kind of technical change, what seemed
on its face to be a technical change? What’s the process? How do
you make a decision that a prospectus has to be changed to reflect
a change from a 9-foot ceiling to an 8-foot ceiling?

Mr. FoLEY. I believe that in that instance I have also heard that
it was a typographical error.

Ms. EDWARDS. Two typographical errors, right? Same two typo-
graphical errors.

Mr. FOLEY. Yes. I believe the intent in that was to increase the
competition, allowing more existing buildings to compete and so,
again, looking for the best value and trying to maximize competi-
tion. I think that it—you know, it does have to do with the level
of competition and what we are seeing in the marketplace. Clearly,
if there has been an error or omission, we will clarify and look to
make that clarification amendment.

Ms. EDWARDS. So if you are maximizing competition but the re-
sult is that you are including then competition which results in
greater rental price by adding in competition that brings in another
jurisdiction, it is hard for me to see that that actually makes it a
better deal for the taxpayers.

So, for example, if there is a disparity from Washington, D.C., of
$49 per square foot to Northern Virginia, which is $38 a square
foot, to Maryland, which is $34 a square foot, where do you think
the best value is for the taxpayer.

Mr. FOLEY. I mean, obviously, price is a key consideration, as
well as the quality of the building and what we get and how does
that meet the customer agency need.

Ms. EDWARDS. How does it meet the taxpayers need?

Mr. FOLEY. I mean, ensuring that they can efficiently carry out
their mission is a key component. Obviously, price is also a critical
consideration.

Ms. EDWARDS. And so, in a metropolitan region, how does GSA
make a determination that there is that wide a variance, I guess
it is, about a $15 per square foot variance in a metropolitan region?
How does GSA come to that conclusion?

Mr. FOLEY. Certainly. When we determine the maximum annual
rental rate in the jurisdictions, it is based on an analysis of the cost
of existing lease space and existing market space, what is avail-
able. And so, looking at the average cost of space within each of
the jurisdictions, how much space is available and what we believe
we can lease it for in a given program year.
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Ms. EDWARDS. And so how will one jurisdiction ever be competi-
tive, given that consideration? And especially when price isn’t, you
know, at the top of the line?

Mr. FOLEY. I mean, I think our goal is to maximize competition.
Certainly we want to make sure that all jurisdictions are competi-
tive in our procurements where that is possible.

Ms. EDWARDS. Thank you, Madam Chairman.

Ms. NORTON. I thank you, Ms. Edwards, for those probing ques-
tions.

I want to finish off this best price—this concern I have with best
value, and the reason I spend the time on it is I detect the possi-
bility of real savings there. You know what the public thinks? The
public thinks price is what matters. We would have to explain to
them about best values. And it is very, very unfortunate to give
best value a bad name. That is what GSA, I believe, may be doing.

For example, you had a protest actually sustained just 2 weeks
ago, June 1st. It had to do with your procurement for an EPA space
in San Francisco. And I want to quote what the Controller General
said in overturning, essentially, what GSA had done.

In responding to this protest, GSA furnished us with several
versions of the Source Selection Evaluation Board’s final technical
evaluation report. The agency was not able to identify which if any
of the versions represented the consensus views of the evaluators.
Only one of the three versions of the report furnished to us in-
cluded signatures in the blanks for the SSEB members signatures,
and the dates that the evaluators signed varied. The differing dates
of signatures, along with different versions of the report, suggest
that the report was revised as it was circulated among the various
members for signature.

Troublingly, there is no evidence that the version that included
final edits was recirculated for approval to the board members who
had signed off on earlier versions. This seems to show something
close to disregard of a process, certainly lax discipline in making
perhaps the most important decision you could make which is how
much should it cost the taxpayer.

Does GSA have standard procedures, or does this fall under the
answer you gave me before that you are going to have to develop
such guidelines so that these procedures are standardized?

Mr. FOLEY. I am not aware of the specifics of that case, and we
will be happy to follow up with you on that.

As far as how the procurements are run and how they go, we do
have procedures in place for how source selection boards are estab-
lished. The standards, as far as the criteria, may not be as con-
sistent, and that is one of the areas that we are looking at.

Ms. NORTON. What percentage of your protests are sustained in
favor of the protestor?

Mr. FoLEY. I don’t have that information.

Ms. NORTON. Get that information to the Subcommittee within
30 days. We want the protests that GSA has lost, let me put it that
way, over the last 5 years. We understand that government-wide
only about 20 percent does the government lose. We would be inter-
ested in knowing.
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Ms. NORTON. Do you circulate the protest decisions so that con-
tracting officers across the country can benefit from lessons
learned?

Mr. FOLEY. We do have a network of our realty services folks, the
leasing community. In fact, they are meeting this week in Wash-
ington, DC.

Ms. NORTON. The leasing community. You mean the people who
make these decisions on the boards?

Mr. FoLEY. Well, it is the directors for each of our 11 regions are
meeting here and then they do work with their folks.

Ms. NORTON. Do you circulate—look, I am a lawyer. If I am in
a law firm and the firm lost a decision of a court, I would want
everybody within that section of the firm that deals with those
matters to read that decision.

I am asking you if the decision itself is circulated so that
throughout the region people can understand why they lost a pro-
test. A protest is a very heavy thing for an agency to lose. Very,
very costly for the protestor but terrible for the agency. Do you cir-
culate these decisions so that people can learn not to make that
mistake again?

Mr. FOLEY. I am not aware of a formal process where we cir-
culate the actual decision. If there is an issue where we need to
clarify a policy or reiterate, we do that as a result and that does
get circulated to all members of the real estate community.

Ms. NORTON. All right. When do you intend to have this guidance
to regional employees done with respect to the best value and tech-
nical matters that we questioned you about before? When is that
guidance due to be done?

Mr. FoLEY. I will have to confirm that.

Ms. NORTON. Would you confirm that by close of business Friday,
what is the date for this guidance, and would you make sure that
it includes circulation of all matters where the agency has lost a
protest?

I want to ask you about another recent matter that came before
this Subcommittee as it relates to yet a new issue, and I am now
referring to the Emmett Bean Federal Center in Indianapolis. It
houses the Defense Finance Accounting Service. Now, GSA pro-
poses to spend $19.33 million in security upgrades. I want to know
what percentage of these upgrades are driven by DOD’s
antiterrorism standards.

Mr. FoLEY. I believe the security enhancements are as a result
of the DOD antiterrorism force protection standards and the USC
code. What I am not aware of, and we can certainly——

Ms. NORTON. I am sorry. I didn’t hear what you said there. The
what?

Mr. FOLEY. The USC code which shapes the antiterrorism force
protection standards.

Ms. NORTON. Now, are you aware that DOD’s authority is to pro-
mulgate security standards limited to military installations? And I
am going to ask you, is the Indianapolis Defense Finance Account-
ing Service a military installation?

Mr. FOoLEY. I am aware of similar concerns. We are actually
working with the Department of Defense, and I understand they
have been meeting with your Committee as well. There has been
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a broader interpretation that the security criteria apply to all De-
partment of Defense facilities, and we have been working under
that criteria as well. So under those criteria, it would.

Ms. NORTON. I understand from staff that they will be meeting
and have been meeting with DOD personnel. But I must ask you,
Mr. Foley—and we understand you are not the person in charge,
you are the deputy, and I suppose you ought to know these things
and be as involved in these things as anyone else—but has GSA
ever made an attempt to challenge the applicability of the
antiterrorism standards by saying, look, military installations, our
lawyers tell us that accountants don’t usually operate in military
installations. Have you ever even challenged them?

Mr. FOLEY. I am not aware of a formal legal challenge that we
have made. We do work with them——

Ms. NORTON. I am talking about—I don’t mean a formal legal
challenge. Have you ever sat down with DOD and said, you know,
you could save a lot of money for the taxpayers if we didn’t have
to do $19.1 million in security upgrades for some accountants who
al Qaeda does not tend to target.

Mr. FOLEY. We have sat down with them and discussed the im-
plications of security requirements on the cost of many of these
projects. I can’t speak to and I will defer to the Department of De-
fense on how they develop their criteria and how they determine
their risk levels. But we do discuss tradeoffs and things that we
might be able to do that may be more economically efficient, such
as hardening of the facility, as opposed to setbacks and those sorts
of things that are tradeoffs.

Ms. NORTON. Did you do so with respect to this facility before it
was—Dbefore it became controversial?

Mr. FOLEY. I believe we did.

Ms. NORTON. I agree with the Ranking Member, though. I be-
lieve that the reluctance of GSA to take on even peer agencies, I
don’t have any confidence that you would take on the DOD by just
sitting down and having a conversation with them. We don’t see
any implication of that. It was a shocking hearing we had on DOD
and its application of these standards, which, by rote, GSA was
just carrying out. Hey, we want them with the accountants. We
want them——

And they were clear at the table. They say, we think anything
with defense in front of its name, in fact, should have these stand-
ards. And when we pointed out to them that the word is military,
not defense, they had absolutely no response except that is the way
they think it ought to be. So when they think it ought to be that
way, with all the—and here we documented in that particular case
four times the amount that it would otherwise cost. This was the
military plan.

If they think it ought to be that way and if GSA thinks it ought
to be that way, what the Ranking Member says is correct. Then we
have got to make many of these things a matter of law. So we are
going to help you out.

Let me ask you about the DHS headquarters at St. Elizabeths,
where GSA is requesting $10 million for new pedestrian tunnels.
Where are these tunnels and why are they needed?
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Mr. FoLEY. Certainly. The majority of that funding is for a tun-
nel that is on the west campus. It provides for utility infrastructure
and connection between the central utility plant and the operations
center. I believe that is about $8 million of the total cost.

There is also a portion that goes for

Ms. NORTON. So $8 million is not for people to pass from one side
of the street to the other?

Mr. FoLEY. Correct. I believe it is for infrastructure.

Ms. NORTON. But, of course, the words used in the prospectus is
pedestrian tunnels. If you are saying you are also going to put
some of the wires and cables up, we understand that. But you label
them yourself—I am using your language—pedestrian tunnels.

Mr. FoLEY. The language in the prospectus is not correct then.
My understanding is that $8 million of that estimate is for a par-
ticular tunnel on the west campus.

Ms. NORTON. So we can cut it by $2 million, because we don’t
need the pedestrian part of it.

Mr. FoLEY. Well, the $2 million is for the pedestrian connection
from the east campus to the west campus. We worked with the De-
partment of Homeland Security, and part of our commitment is to
provide a unified campus to fulfill their mission of the consolidation
on the St. Elizabeths campus. When the FEMA portion, when it
was decided that would be located on the east campus, we agreed
to provide secure access from one portion of the campus to the
other so that we only have to badge in and out once.

Ms. NORTON. Let me understand this. One part of DHS, among
the several to be located there, will be on the other side of the
street.

Mr. FOLEY. Yes.

Ms. NORTON. Let’s assume that is FEMA. And I am sure there
is going to be—that is why we want consolidation—business be-
tween FEMA and what is on the other side of the street.

Mr. FOLEY. Yes.

Ms. NORTON. Why can’t people just cross the street, Mr. Foley?
Is a campus, for example, of the kind we have all around this re-
gion—let me start with the one that you are sitting on. To be sure,
after the House was built, we had tunnels. But we sure didn’t have
tunnels for most of the time. It is a campus. Universities have cam-
puses. And a campus means or implies that you get to walk around
the campus. We are not creating one building. We are creating a
campus.

Now, you are about to get into something very controversial, be-
cause the appearance is that the agency is trying to seal itself up
within the complex and, in doing so, to discourage. One of the rea-
sons we build in such areas, by executive order, Federal buildings,
Federal agencies look for areas like this area to build in because
it helps to, in fact, invigorate the area. That being the case, I don’t
know how that will happen if you instruct employees to take the
tunnel across the street, rather than to walk across the street.

You are creating, for the first time, a face for the project that has
been very well received. It has been very well received in the com-
munity. If, in fact, this tunnel goes ahead without some overriding
need being shown, you will tear all of that up. It will be seen as
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impossible, therefore, to foster the commercial and retail on the
other side because there will be nobody to go to it.

Remember that the agency already will have an unfortunate
frontage not of its making. It is behind an old-fashioned high wall,
very high, very foreboding because the St. Elizabeths was built for
what they regarded as mentally insane people who shouldn’t get
out; and they had a whole community there. It was, by the way,
a state-of-the-art facility.

But that wall was really meant to keep people in there. That
wall is a historic wall. We are not going to take down that wall.
So you are already walled up. And the surrounding community and
the District of Columbia understands that. It is very difficult to un-
derstand who would go outside if, in fact, all you had to do was
walk under the street, not around the campus as we walk around
this campus, for example.

Mr. FOLEY. We believe Homeland Security will be a good neigh-
bor to the community. And, you know, as you are aware, we fully
support the redevelopment and we think that is one of the big ben-
efits of this project. And we thank you for your support and help
in getting the dollars to move this program forward.

I think one of the things that will help in terms of that is the
parking ratio. As you know, we work closely with you all to ensure
that there is only a one-to-four ratio, encouraging the use of mass
transit, as opposed to everyone driving their cars on to the secured
campus.

Ms. NoORTON. Well, how is that going to help? Because the mass
transit is located nearby, but you are going to have to run shuttles,
aren’t you, in order to connect with the mass transit?

Mr. FOLEY. I think there is a portion of that. But as the redevel-
opment happens in the area through mixed use and retail, we are
also hopeful that as folks are coming to and from work that pro-
vides an opportunity. We believe that as the redevelopment takes
place it will provide an impetus for the employees to go out into
the community.

Ms. NORTON. Do you agree that the amount of amenities located
within the building should be limited in order to encourage use of
retail in the neighborhood?

Mr. FoLEY. I believe that there are a limited number of amen-
ities planned for the campus. It is similar to what we have in other
campuses and facilities. Part of the intent, as you mentioned, is to
foster economic development in the local community. So we cer-
tainly do encourage folks within the campus to go out and take ad-
vantage of those amenities within the local community.

Ms. NorRTON. Mr. Foley, we will need a detailed written analysis
for a tunnel before approving either $10 million or any amount of
that for a tunnel beneath the building. It doesn’t need to be in this
prospectus. You are not even close to it. But we have not heard,
and I am not—perhaps you did not know because we did not get
the prospectus early enough for you to be prepared. But we are not
going to spend—I mean, I see this as a nice, large opportunity to
say to the administration, we hear you. We are cutting $10 million
for a tunnel.

Among the things we do not do today is dig tunnels. We have
tried every way to see whether tunnels could solve some of our
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problems. There was huge concern when Pennsylvania Avenue was
closed in front of the White House and all kinds of people, all sorts
of suggestions. And one of them was to do a tunnel under Pennsyl-
vania Avenue. And at that time it was interesting to hear the re-
sponses. And it was, we just don’t do tunnels anymore. We do not
do tunnels. Tunnels are so costly that the Federal Government es-
sentially is out the tunnels business.

And you are out of business for it unless you can show us an
overriding reason why a tunnel—overriding. It has to be very, very
important as to why we ought to say to the taxpayers you are not
only building these people some brand new buildings, you are mak-
ing sure that in inclement weather they don’t have to go out and
cross the street.

Now, we understand that on campuses that you are used to peo-
ple have to do that, but we think these people deserve every amen-
ity, so we are spending $10 million to make sure they can cross the
street, consisting of a few hundred yards.

So even as I lay out the case, I lay out a case because I want
a rebuttal, not because we have made a decision. But I need a re-
buttal. In the absence of a rebuttal, there will not be a $10 million
tunnel.

Here is something that we would like to see, a model we would
like to see you build on. I mentioned the Martinsburg, West Vir-
ginia, facility. Purchase. It was an option embedded in a release
from 1995. Now, apparently, this fixed-price option did not render
the lease a capital lease when it was negotiated in 1995; and that
would have, of course, brought it within the Budget Enforcement
Act.

Why doesn’t GSA routinely negotiate fixed-price options when
agreeing to the terms for whole building leases as long as the fixed
price is not a bargain on its face at the time it is negotiated? Now
here is a more creative thing you could have done. Why don’t you
do that?

Mr. FOoLEY. My understanding of the purchase option for Mar-
tinsburg is that the clause in the lease actually says it is for fair
market value. We estimate the fair market value to be at the price
in the prospectus.

Currently, we are prohibited from pre-negotiating a strike price.
And we do work to get purchase options in many of our leases, par-
ticularly when we know there would be a long-term advantage to
Federal Government ownership.

Ms. NorRTON. Wait a minute. This was a fixed price. What dif-
ferentiates this? Why are you able to purchase this building? We
would like to see more of it.

Mr. FoLEY. Certainly. I mean, we do have a purchase option in
that lease; and many of our leases have similar purchase options.
The clause says something along the lines of for fair market value.
It doesn’t pre-determine a price.

Ms. NORTON. OK. Why can’t we do that so that we can purchase
more buildings?

Mr. FoLEY. We do include those in numerous leases, such as
many of the FBI facilities and others.
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Ms. NoORTON. All right. The fair market price according to the
records we have, in April, was 28,000—I'm sorry. $28,400,000.
However, the building and site acquisition amount is $24,767,000.

Mr. FoLEY. I will have to confirm those numbers and follow up.

Ms. NORTON. Real important, because it looks like you are buy-
ing it for below fair market price. Within 30 days, we need—well,
given how late this is, within 10 days, we need an explanation.

Mr. FOLEY. Certainly.

Ms. NORTON. We want to encourage this. We are not criticizing
this. Some perhaps good lawyer has found a technical way for you
to buy buildings without scoring. You ought to be jumping for joy,
especially in light of a very troublesome, at least on its face—per-
haps you can explain. It had to do with the FBI garage in Detroit,
very expensive. You are building a garage annex. This building is
called the Patrick McNamara Federal Building. It has a large price
tag, $45.6 million in total costs. Fairly modest garage. That
amounts to $176,000 per space for 259 vehicles to be parked there.
So we need an explanation as to why GSA is proposing to spend
$185 per square foot for a garage project. We understand indeed
the FBI advises that their garages typically cost in the range of
$30,000 per parking space. This is roughly six times higher. Could
you explain this?

Mr. FOLEY. Certainly. This project is tied to actually some Recov-
ery Act funding that we are doing for conversion of the McNamara
building to keep FBI in there. As you are well aware, this Com-
mittee authorized a lease prospectus for the FBI in Detroit that we
are not moving forward with. So we actually believe this is a good
story. As opposed to spending over $160 million leasing for the FBI
over the next 15 plus years, we are combining the $45 million for
the garage with $55 million in the Recovery Act, a significant sav-
ings for the taxpayer.

The project is for a garage and vehicle maintenance facility. It
is not a typical parking garage that you might think of. As I under-
stand it, it is going to house the automotive maintenance program,
electronic technician program, and evidence response teams, each
with vehicle bays, storage facilities, and work areas. So it goes well
beyond that.

In addition, the facility also provides secured covered parking
and access control for the FBI's government vehicles, specialty ve-
hicles like panel trucks, bucket trucks. They also have command
post vehicles, trailers, all kinds of other things that are fairly
unique that you wouldn’t see in a typical parking garage for gov-
ernment construction.

Ms. NORTON. Yeah, it looks like some of it is just storing cars or
doing maintenance. I don’t see why that gets the price so high.
$45.6 million in total cost.

Is there an oversell factor here? For example, are you taking into
account that on any given day some will be on vacation or sick
leave or travel status? What diversity of factors did the FBI and
the GSA use to arrive at this requirement?

Mr. FoLEY. I will have to follow up with that information.

Ms. NORTON. Ten days. We need it, in light of the lateness of this
prospectus. In fact, everything that has to do with this prospectus
should be to us within 10 days if you all expect this prospectus to
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be approved by this Committee in time and before the appropri-
ators, before we speak to the appropriators.
[The information follows:]
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P.V. McNamara FBI Annex

This project proposes to construct a 246,000 gross square feet (GSF) annex to the P.V. McNamara
Federal Building for occupancy by the FBL

This annex is one structure and will serve two distinct types of occupancies:

1. Tt will house FBI special program functions, and
2. It will accommodate the unique parking needs for FBI government vehicles.

Originally, the proposed solution to meet FBI's requirements in Detroit was going to be a build to suit
lease. The total cost of lease payments for 15 years would have been $164 million over the term. At the
end of the term, GSA would have had to renegotiate another and more expensive lease term.

Ensuring to also meet the needs of the customer, GSA is pursuing a more financially prudent alternative
with the annex. ARRA provided $55,290,000 to accomplish work in the McNamara Building to not only
accomplish high performance building features but also provide a long term housing solution for the FBI
Field Office. GSA’s FY2011 design request is for the construction of the $46 million annex. The total
cost of the McNamara work and the annex is much less than the proposed lease solution for 15 years.

This project lends itself 1o a certain level of complexity due to the annex. This building is within a
parking structure. Since this is not considered a typical parking facility, the DHS threat assessment of the
proposed annex recommends an Interagency Security Committee (ISC) Level IV security measure due to
the nature of operations and tenancy within the special program area. To meet this measure, the annex
will require increased security features, such as blast mitigation, progressive collapse, acoustic control,
video surveillance, and intrusion detection, which is all beyond what a typical parking-only facility would
require.

Regarding the tenant agency’s special program functions, the annex will provide approximately 36,000
GSF of space. The estimated total project cost attributable to this special program portion of the annex is
approximately $19,100,000. The special program portion of the annex includes a combination of oftice
space, special operations areas and automotive maintenance facilities. Necessary to support the parking
area, the special operations areas and automotive maintenance facilities require heating, cooling and
ventilation, electrical service, and life safety build-out.

The 36,000 GSF special program portion of the project includes:

e Common areas & meeting rooms
e Telecommunications

*  Firearms rooms

e Confidential storage

®  Suspect areas

»  Evidence Response rooms

e SWAT Operations

e Task Force Operations

e Electronic Controls Facility

The second aspect of this project, the parking area, is not a typical parking garage, as previously
mentioned. The secure parking portion of the annex will provide approximately 210,000 GSF of space to
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accommodate secure parking requirements for the FBI's government owned vehicles. It will also include
associated building support space, which will require specific structural systems to allow the building
structure to support the load of the build-out that will be necessary to comply with the ISC Level IV
requirernents.

Besides the additional structural requirements for security, the parking garage differs from a typical
garage by its support functions. In addition to being used for day to day parking, the parking garage will
house armored vehicles along with the storage of oversized vehicles. Due to the automotive maintenance
facility in the annex, the parking garage will also utilize vehicle lifts. All of these aspects are atypical of
a standard parking facility.

The exterior wall for the parking deck shall consist of cast-in place reinforced concrete and shall be
designed for anti-ram resistance. The concrete exterior wall and interior pre-cast concrete shear walls in
the parking deck will be designed to resist the lateral wind and seismic forces acting upon the building.
The estimated total project cost attributable to the parking portion of the annex is approximately
$24,000,000 of which $12,600,000 is the cost attributed to the superstructure build-out itself.

The project also includes approximately $1,000,000 in perimeter security upgrades to meet both FBI and
DHS ISC requirements for the entire Federal complex (McNamara Federal Building, existing Federal
parking garage, and the proposed FBI annex).

Approximately $2,000,000 is estimated for the removal and backfill of approximately 3 feet of soil across
the entire site, relocation of existing electrical and sewer utilities, and building foundations for the
planned project construction.

Additional Information on Structural Systems

The structural systems for the superstructure of the annex shall be constructed of cast-in-place reinforced
concrete as post tensioned concrete is not permitted.

The structure will be constructed with two supported concrete levels to house parking, the additional
special program functions, and mechanical and electrical equipment. The top level of the structure will
include a roof for the parking.

In addition to the recommended live loads, the roof will be designed to support roof-mounted mechanical
and communications equipment as well as future parking. The floor and roof framing will be designed
for strength, as well as to limit deflections, per the recommendations of the building and design codes for
all of the applicable dead and live load conditions. :

Occupied floors shall also be designed to limit vibration per ISC recommendations to provide human

comfort. As a minimum, the peak acceleration duc to walking excitation shall be limited to 0.5% of the
acceleration due to gravity.

Page2of2 June 30, 2010
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Ms. NORTON. Could you explain what steps you at the GSA are
taking to implement the President’s June 10 memorandum on
unneeded real estate? For example, he wants the further consolida-
tion and reduction of data center space and to assist agencies in
measuring their own utilization and occupancy rates. What guid-
ance does GSA anticipate as a result of the President’s memo-
randum?

Mr. FOLEY. Certainly.

As you mentioned, the memorandum was signed just last week
directing the Federal Government to look for up to $8 billion in
savings. I believe $5 billion of that is BRAC related and $3 billion
for other Federal assets. This will dominantly be achieved through
the disposal and proceeds from unneeded government-owned assets
and reducing operating costs and more efficiently using existing fa-
cilities and new facilities.

Clearly, our first priority is working with the agencies. GSA has
the lead for developing the guidance that will be done within the
first 90 days or within the next 90 days. In fact, that’s why Com-
missioner Peck was unable to be here today. As I mentioned, he is
at the White House complex on a meeting kicking that off to help
set the direction for that.

The first priority I think that we are working with other land-
holding agencies and reviewing our own portfolio for is to expedite
the disposal of unneeded Federal assets and the demolition of prop-
erties in many cases on a Federal complex where we may be spend-
ing operating costs on these facilities or where we have an oppor-
tunity to achieve proceeds from the sale of them. So opportunity for
multiple savings there.

We are also working to improve the utilization of space. As leases
expire or we renovate and reconfigure existing Federal facilities, we
are looking for opportunities to improve our utilization and the
density of use, which would allow us to either eliminate space or
backfill with other functions.

We are working closely with agencies to review their require-
ments. And one of the things that we are doing is, as the agencies
come to us and say, for example, I need 100,000 square feet of
space, GSA is taking a much more active role and aggressive role,
saying can you really do it with 75,000 or 80,000 square feet? Help
us understand your requirement because we think there may be a
better way to do this, and pushing back on agencies to better uti-
lize their space.

You mentioned the data centers. That is another critical area
where we believe there is significant opportunity. Most agencies
have their own data centers. With advances in technology like
cloud computing, server virtualization, there are clearly opportuni-
ties to reduce the number of data centers government-wide; and
that could have a significant impact on not only the square footage
but the energy performance of the portfolio as well.

So, again, a lot of opportunities out there. GSA is excited to have
a leadership role in this, and we look forward to moving forward
and helping implement the intent of the President’s memo.

Ms. NORTON. I appreciate that this is expertise that GSA would
have a leadership role. Our experience is that when GSA gets to
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the table with other agencies, it is miniaturized. It just doesn’t
have the stomach to stand up, even behind its own law.

So we will be watching you very closely to see if you indeed offer
leadership inasmuch as you have been given a leadership role,
largely because of your expertise, not because of your record. For
example, your record on price versus technical matters in procure-
ment has been anything but a lead record; and I didn’t hear it
mentioned among the matters you will be looking at in order to
save funds. Are you willing to look at the readjusting or the price,
as opposed to technical factors in your prospectuses as a cost-sav-
ing matter?

Mr. FoLEY. Certainly. We are always looking for ways that we
can maximize the government’s position and that we can get the
best value for——

Ms. NorTON. I asked about price versus technical matters in par-
ticular. Are you willing to look at that?

Mr. FoLEY. I think that is certainly an area where we can look
at that.

Ms. NORTON. Are you willing to look at the monies that could be
saved with respect to the DOD antiterrorism standards inasmuch
as the word military installations is used with respect to imple-
mentation of those standards? And clearly millions of dollars could
be saved if, with back office employees of the kind we have in the
rest of the government, we used general GSA standards and not
antiterrorism standards. Are you willing to take a look at the DOD
standards?

Mr. FOLEY. Absolutely. And we already are working with them.

Ms. NORTON. Very much appreciate that response.

Before I close the hearing, I want you to make known to the ap-
propriate parties at GSA that for the record we have outstanding
requests from our hearing on March 24 entitled Capital Assets Cri-
sis: Maintaining Federal Real Estate with the Dwindling FBF, the
Federal Building Fund. Where are GSA’s responses, given the fact
that 60 or more days have passed since the hearing and some of
the responses were due within 30 days?

Mr. FOLEY. I do not know, but I will personally follow up today
and find out the status of those.

Ms. NORTON. Please bear in mind, particularly in light of the tar-
diness of these prospectuses and the capital and leasing program
for 2011, that the Committee expects the—particularly when you've
gotten, as we always give, timely notice, we expect the
prospectuses, the leases to be here. We understand that the leases
may have to come a little later, but much of what was in your port-
folio was locked in by the President’s own budget. So you didn’t
have very much you could have done because the President had
locked you in, and yet we are 4 months late. The effect of that, Mr.
Foley, is simply on you. Because it means we are not going to pro-
ceed to the prospectus until the questions we have asked have been
answered.

We regard these hearings always as problem-solving hearings, so
if we seem to be concerned, it is not that we are wringing our
hands and we want to beat up on the GSA. GSA has no better de-
fenders than this Subcommittee. What it does mean, though, is
that we want to work with the agency in order to solve the prob-
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lems that we raise. We do not say, go back, fix it, and then come
so that we can beat up on you, or you haven’t fixed it. We say fix
it. And the best way to fix it is to be in close consultation with the
expert staff we have.

You may have disagreements with them. That is all right. We
will not always respond in favor of the staff decision. Our concern
will be if we have laid out problems in the Committee hearing,
what has been the response, has it been timely.

Thank you very much for your testimony. Tell Mr. Peck we un-
derstand that, why he was not here today, and we look forward to
your response and his responses to the questions we have posed.

The hearing is adjourned.

[Whereupon, at 12:02 p.m., the Subcommittee was adjourned.]
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Welcome to today’s hearing entitled, “Building Our Way Out of the Recession:
GSA’s Construction, Modernization and Leasing Program,” an examination of the General
Services Administration’s (GSA’s) Capital Investment and Leasing Program Fiscal Year 2011
prospectus requests. Last year, we noted that the Fiscal Year 2010 request was limited in
size and scope, reflecting the unprecedented infusion of funds for construction in the
American Recovery and Reinvestment Act (ARRA), or stimulus legislation. The Fiscal Year
2011 request reflects a more robust and comprehensive approach to managing the real estate
portfolio of GSA.

GSA’s Capital Investment and Leasing Program as well as its ARRA funds enable
GSA to manage the general purpose real estate needs of the federal government. ARRA
funding served the additional, imporant purpose of putting Americans back to work. We
have held regular hearings to ensure that GSA obligates ARRA funds as quickly as possible.
Unlike other stimulus programs, GSA is no pass-through, but is solely responsible for
executing these contracts expeditiously and getting Americans back to work. As of May 14,
2010, GSA indicated it has obligated over $4.1 billion to more than 500 companies and
outlayed over $367 million of ARRA funding. While obligating approximately 80% of its
ARRA funding is impressive, the subcormittee is mindful that U.S. unemployment hovers
just below 10%, and the mandate to make haste so that businesses can hire new and retain
current employees. ARRA has clearly helped stimulate an economic recovery, but the
economy it found was shattered, so full economic recovery will require more coaxing to
stimulate a more balanced economy with sensible regulations to prevent another collapse.

The GSA Capital Investment and Leasing Program provides another opportunity to
support our ongoing recovery. The largest amount in the request is $1.4 billion in
construction, repair and alteration projects. The Fiscal Year 2011 prospectus requests are
categorized into four main groups: repair and alteration projects, design and site acquisition
projects, construction and building acquisivion projects, and leases,
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For repairs and akerations this year, GSA seeks authorization of four building
modermizations totaling $218 million: the Corman Federal Building in Van Nuys, CA (511
million); the Frank Hagel Federal Building in Richmond, CA ($114 million); the Emmet
Bean Federal Center in Indianapolis, IN ($66 million); and the Daniel Patrick Moynihan
Courthouse in New York City ($28 million). In addition, GSA has submitted three omnibus
authorization requests for special program funding for a total of $47 million: Fire and Life
Safety Projects in various buildings ($20 million), Energy and Water Retrofit and
Conservation measures in various buildings ($20 million) and Wellness and Fitness program
in various federal buildings ($7 million).

For design and site acquisition, GSA requests authorization to begin design for five
projects. Three are alterations to existing buildings and two involve new buildings, fora
total authonization request of $102 million. The three alteration project designs include: the
Federal Building at 11000 Wilshire Boulevard in Los Angeles, CA ($51 mullion); the Edward
Schwartz Federal Building and Courthouse in San Diego, CA ($22 million); and the
Prettyman Courthouse in Washington, D.C. ($23 million). In terms of new building
structures, the authorization request is for design of a parking garage annex to the Patrick
McNamara Federal Building in Detroit, MI ($4 million) and both site and design fora Land
Port of Entry in Calais, ME ($2 mullion).

For construction or building acquisition, GSA has requested authorization for three
projects: the Land Port of Entry in Calexico, CA ($274.4 million); the DHS consolidation at
St. Elizabeths, in the District of Columbia ($1,149.4 mullion); and the purchase of an IRS-
occupied building in Martinsburg, WV ($24.8 million). GSA also has submuitted 5 lease
prospectus requests, with additional lease requests to come at a later date. This
subcornmittee may again call on GSA to answer questions concerning specific lease projects
in its FY 2011 submission.

We must alert GSA again that the subcommittee will hold GSA accountable for
carrying out the provisions of prospectuses authorized by Congress, particulady in light of
the budget deficits and the requirements of pay-go spending. GSA must not only work
collaboratively with the private sector in reducing the costs in leasing and construction.
GSA also must be far more vigorous and vigilant in using the role assigned to the agency by
congress to be the government’s realtor, not merely an advisor 1o federal agencies. Today,
this means indicating to agencies what is affordable and cutting costs across the board- both
location and transaction costs.

In the past, developers and Members of Congress have reported to the
subcommittee tactics used in solicitations that steer competitors away from the full and open
competition mandated by statute. In one instance, GSA listed amenities sought by an
agency that included places of worship, 2 hardware store and a hair salon. Despite a
requirement in the prospectus that changes be reported to the subcommittee, we learned of
these changes only from a long letter, complete with documentation from a developer who
sought to compete. GSA had violated the language in the prospectus that required changes
n the prospectus o be reported to Congress, calling its changes “amendments,” as if
amendments do not change a prospectus. The prospectus was delayed because the
offending amendment to the solicitation had to be withdrawn. Reports of this kind require
the subcommittee to be vigilant with close oversight after the prospectus is approved. We

2
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intend to write the prospectuses accordingly and to make changes in law as part of our
reauthorization of provisions of GSA’s statute. This subcommuttee will not tolerate the use
of pretexutal grounds to evade full competition or to direct lease procurements to pre-
selected areas of a region.

We are pleased there is genuine opportunity for savings in the leasing program. We
intend to press GSA to continue to become more aggressive and efficient in using its market
position to identify cost savings when leasing from the private sector. With a portfolio that
mcludes over 197 million square feet of leased space, the potential for savings 15
outstanding. This subcommittee expects GSA to get the best possible deal for the federal
government when identifying local office space for federal agencies by using appropriately
delineated areas and running procurements that carry out congressional intent as expressed
in the prospectus. GSA must refine its procedures to provide the maximum benefit to the
taxpayer by holding down costs far more than the agency has done in the past.

The FY 2011 capital program request, coming in the wake of the more than $5
billion worth of projects authorized and appropriated through ARRA, would suggest that
GSA still requires significant capital resources to maintain its inventory of owned properties,
and to expand that inventory through new building. The largest amount in this package is
for continued construction of the new DHS headquarters in Ward 8 of the District of
Columbia. The co-location of the principal headquarters of DHS on the federally-owned St.
Elizabeths campus not only expands the portfolio of federally owned real estate, but also
creates great value for the taxpayer by avoiding some of the highest commercial leasing costs
in the country. The funds for the DHS headquarters are for the construction of 4.5 million
gross square feet of general purpose space, exclusive of parking. This is an appreciable
amount of construction, but GSA has estimated that it will result in savings of over $500
million, on a 30-year present value basis, in terms of avoidance of leasing space. Moreover,
ownership of office space in the District also benefits GSA’s Federal Buildings Fund because
by charging commerctal equivalent rent to its tenant agencies, GSA will be able 1o earn
higher rents in high-cost regions, thereby bolstering the Federal Building Fund.

We also note that, as with last year’s proposal to purchase Columbia Plaza, GSA is
proposing to purchase another leased building, this one in Martinsburg, West Virginia.
Without commenting on the merits of this specific case because we have not yet examined
it, we welcome as a general principle, opportunities for GSA to increase its portfolio of
owned properties on favorable economic terms through the unilateral right to exercise a
fixed-price purchase option on a leased building, We are particularly interested to know how
GSA can expand the frequency of such purchases.

Finally, we welcome GSA’s input as we take up, through new legislation, the
challenges of rebuilding the exhausted Federal Buildings Fund, and of rebuilding the Public
Buildings Service, which has been effectively divested of meaningful regulatory authority
over agencies for space utilization and efficient space management. President Obama’s June
10, 2010 memorandum on efficient management of federal real estate underscores the need
for GSA, as the central space management agency of the government, to step up to a
leadership role, not just a “trusted advisor” role, in an area requiring great expertise.
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1 look forward to addressing these issues and to hearing the testimonies of today’s
witnesses.
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Geod morning, Madam Chair, Ranking Member Diaz-Balart, and Members of the
Subcommittee. My name is David Foley and | am the Deputy Commissioner of
General Services Administration’s (GSA’s) Public Buildings Service (PBS).
Thank you for inviting me here today to discuss GSA's FY 2011 Capital
Investment and Leasing Program.

PBS is one of the largest and most diversified public real estate organizations in
the world. Our inventory consists of over 8,624 assets with almost 362 million
square feet of rentable space across all 50 states, 6 U.S. territories, and the
District of Columbia. Our portfolio primarily includes office buildings,
courthouses, land ports of entry, and warehouses. PBS’s mission is to provide
superior workplaces for federal customer agencies at an economical cost fo the
American taxpayer. .

PBS continues to demonstrate strong operational performance, surpassing many
private sector benchmarks. As of the second quarter of 2010, 82.6 percent of
our government-owned assets are achieving a positive flow of rent revenue less
expenses (excluding depreciation) and the percentage of vacant space in our
inventory is below the private sector. Our cleaning and maintenance costs also
outperform the real estate industry. PBS is becoming a green proving ground for
new and innovative techniologies and sustainability methods, These efforts
enable PBS to reduce the Federal government's carbon footprint and optimize
energy savings.

I am pleased to be here today to request this Subcommittee’s authorization of the
projects in our FY 2011 capital program. We believe these projects best meet
the needs of our customer agencies and uphold PBS’s mission.

We have analyzed these projects and determined that they support our overali
portfolio objectives:

+ Providing quality workspace in support of the mission-related goals of
tenant federal agencies;

+ Maintaining the continued functionality of our buildings and safeguarding
the health and life-safety of their occupants;

+ Achieving the energy efficiency and environmental goals of the Energy
Policy Act of 2005, the Energy Independence and Security Act of 2007

~ (EISA), and Executive Order 13514 on Sustainability;

+ Optimizing the value of our portfolio of owned assets;

+ Directing capital resources primarily toward performing assets and
developing workout or disposal strategies for under- and non-performing
assets; and

+ Fulfilling our responsibilities under the National Historic Preservation Act
to protect and preserve our historically significant public buildings.
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Many of these projects have been funded parily through the previous budget
requests or the American Recovery and Reinvestment Act of 2009 (Recovery
Act), including the Emmet J. Bean Federal Center in Indianapolis and St.
Elizabeths in Washington, DC. The Recovery Act provided PBS with an
unprecedented infusion of funds to aid in our nation’s economic recovery and
addresses our environmental and sustainability responsibilities. These
investments are stimulating job growth, reducing energy consumption, improving
the environmental performance of our inventory, reducing our repair and
alterations needs, and increasing the value of our assets.

REPAIRS AND ALTERATIONS

(GSA is the steward of 1,517 government-owned buildings, which have a
replacement value of $43 billion. The replacement value'is the dollar amount it
would cost to replace the building with common construction materials and
methods which are functionally equivalent to materials and methods used in the
original construction of the building. This value is not the price the property
would be worth in the market. PBS is requesting a Repairs and Alterations
program of $703 million to enable GSA to maintain and improve these properties
so they continue to meet the mission needs of our customer agencies. Each of
these projects has a continuing federal need and is capable of becoming
aconomically seif-sufficient.

Though significant Recovery Act funding for repairs and alterations has enabled
us to reduce our Repairs and Alterations request below that of recent years,
reducing our liabilities in this area is still one of our top priorities. The highlights
of GSA’s FY 2011 Repairs and Alterations Program include:

$335 million for Basic Repairs and Alterations;

$321 million for Fuil Scope and Major Repairs and Alterations;

$20 million for the Fire Prevention Program;

$20 million for Energy and Water Retrofit and Consetvation Measures;
and .

¢ $7 million for Weliness and Fitness Program.

> e e

Specifically, this program includes the following proposed major building
modernizations:

+ $66 million for the Major General Emmett J. Bean Federal Center in
indianapolis, Indiana; _ :

4 $11 million for the James C. Corman Federal Building in Van Nuys,
California;

+ $28 million for the Daniel Patrick Moynihan U.S. Courthouse in New York,
New York; and
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¢ $114 million for the Frank Hagel Faderal Building in Richmond, California.
Additionally, these funds would provide designs for the following buildings:

¢ $6 million for the West Wing Design Phase Il in-Washington, DC;

¢ $51 million for the FB! Federal Building in Los Angeles, California;

+ $22 million for the Edward J. Schwartz U.S. Courthouse and ICE Federal
Building in San Diego, Galifornia; and ’

¢ $23 million for the E. Barrett Prettyman U.S. Courthouse in Washington,
DC.

The FY 2011 capital program also includes funding to improve PBS’s buildings
with additional greening technologies and repairs and alterations to increase
energy savings. Funding for the Energy and Water Retrofit and Conservation
Measures program Is a small but crucial part of our Repairs and Alterations
request. Through these programs, we will make improvements similar to those
included in our Recovery Act spending plan, but in different buildings. The
Energy Independence and Security Act of 2007 sets challenging goals for the
Federal Government and for GSA. Beginning in FY 2010, it requires GSA to
reduce consumption of fossil fuel-generated energy in new buildings, major
renovations, and lease construction and by 2030, it requires GSA to totally
eliminate fossil-fuel consumption in our new buildings, major renovations and
lease construction projects. EISA also accelerates the rate at which we must
reduce energy consumption in our inventory as a whole to 3 percent per year and
specifically requires more energy and water retrofits in our existing buildings.

PBS has identified energy and water retrofit projects required by EISA through
surveys and studies in federal buildings throughout the country, such as T-8
lighting retrofits, High Efficiency Motor Replacement, and the instaflation of
Advanced Energy Meters. These projects will have positive savings-to-
investment ratios, will provide reasonable payback periods, and may generate
rebates and savings from utility companies and incentives from grid operators.
Projects will vary in size, location, and delivery method. They will include
installation of high-efficiency HVAC systems, efficient lighting and controls,
variable air-flow systems, building automation control systems, and other energy
saving technologies. Based on our real estate experience, we estimate annual
energy savings at 366 billion BTUs and $6 million resulting from projects funded
with this request in FY 2011.

PBS is requesting $20 million for the implementation of energy and water retrofit
conservation projects in government-owned buildings during FY2011. PBS is
also dedicating, in support of the Administration’s new health and wellness
initiatives, $7 million to our Weliness and Fitness program to upgrade, replace,
and improve space within Government-owned buildings in support of employee
wellness. Typical projects will include upgrades to fitness centers, cafeterias and
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snack bars, and health units, as well as facility alterations necessary to expand
health and wellness services.

PBS is also requesting authorization of $20 million in funding for the Fire
Prevention Program. The Program is designed to reduce fire and life safety
hazards through a diverse set of retrofit projects including replacing antiquated
fire alarm and detection systems that are in need of repair, installing and/or
expanding fire sprinkler coverage, and constructing additional or enclosing
existing exit stairs to ensure timely evacuation of buildings in the event of an
emergency.

NEW CONSTRUCTION

PBS is requesting a Construction and Acquisition of Facilities Program of $676
million. Our request includes funding for site acquisition, design, infrastructure;
construction, and the management and inspection costs of ten federal facilities.
PBS traditionally pursues a construction and ownership solution for special
purpose and unique facilities that are not readily available in the real estate
market. In addition, we recommend new construction where there is a fong-term
need in a given locality,

PBS’ FY 2011 New Construction Program is focused on urgent customer
priorities ranging from the consolidation of government-critical defense
organizations, laboratories for protecting the public health, and land ports of entry
to secure our borders. This program includes:

+ $380 million for St. Elizabeths DHS Consolidation, West Campus
Infrastructure, Historic Preservation Mitigation and Highway Interchange in
Washington, DC; v

+ $174 million for the FDA Consolidation at White Oak, Maryland;

$8 million for the Denver Federal Center remediation;

+ $86 million for the design and/or construction of 2 land ports of entry,
Calexico, California and Calais, Maine;

4+ $4 million for the design of an automotive maintenance and secured
parking garage at the P.V. McNamara Federal Building in Detroit, Mi; and

+ $25 million for the acquisition of the IRS Annex Building in Martinsburg, -
West Virginia.

L 4

LEASING PROGRAM

To meet the space requirements of our clients, GSA has entered into more than
8,975 private sector leases in 8,107 locations nationwide. At 188.4 million
rentable square feet, leased space comprises more than half of our total portfolio
square footage. We are pleased that the vacant space within our leased
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inventory has been 1.5 percent or below for the last five years, weéll below the
nationai indusiry average of 5.5 perceni. Ve sirive to keep ieasing costs at or
below market levels and have developed comprehensive strategies to do so,
including the standard use of industry benchmarks and market surveys to
comparison shop for the best value for our customers. In addition to the FY 2011
leasing program, PBS is also seeking authorization for the balance of our FY
2010 leasing program.

CONCLUSION

PBS continues to work with our customer agencies to help them shape their
requirements to meet their mission needs, while improving operational
efficiencies and space utilization to minimize costs for the American faxpayer.
We also work with our stakeholders to capitalize the requirements of our aging
inventory and the growing and increasingly specialized needs of our customers.
Finally, PBS strives to reduce our asset liabilities by concentrating reinvestment
in core assets and disposing of unneeded and underutilized assets.

Madam Chair, Ranking Member Diaz-Balar, this concludes my prepared
statement. [ will be pleased to answer any questions that you or any other
Members of the Subcommittee may have about our proposed fiscal year 2011
Capital Investment and Leasing Program, or any other aspecis of the Public
Buildings Service.
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Questions for the Record

GSA CILP Program Hearing
“Building Our Way Out of the Recession: GSA’s 2011 Construction, Modernization and Leasing
Program”

June 17, 2010
1. Relative to “best value” lease procurements:

a. Does the forthcoming Leasing Desk Guide revision address "Best Value"
procurements and offer specific guidance as to the appropriate documented basis
for making the determination that technical factors are significantly more
important than price?

The upcoming Leasing Desk Guide is planned for issuance this fall and will address
best value procurement from the aspect of lowest price technically acceptable and
source selection. Source selection methodology ciearly articulates appropriate
documentation required to determine the importance of technical factors over
price.

b. Of “best value” leasing procurements, what percentage make technical factors
“significantly more important than price” vs. just merely “more important” or
“equal to” or even “less important”? Please submit a report on what percentage of
“best value” lease procurements run within the last 3 years have established that
technical factors are “significantly more important” than price.

We do not collect data on this information and therefore are unable to provide the
requested report. The majority of GSA's leases are acquired using the lowest-priced
technically acceptable (LPTA) source selection process. The LPTA source selection
process is appropriate when the lease contracting officer expects the best value to
result from selecting the technically acceptable proposal with the lowest evaluated
price. However, for larger dollar value or complex lease procurements with higher
performance risk, such as prospectus leases, GSA often relies on the tradeoff source
seiection process to consider award to other than the lowest priced offeror or other
than the highest technically rated offeror. This approach provides the source
selection authority with the greatest amount of flexibility to select the offeror whose
performance is expected to best meet the stated Government requirements. It
allows for the Government to select offers that exceed minimum technical
requirements at prices that may not be the lowest but may afford a better value and
a better product. The objective is to select the proposal that offers the most for the
money, not necessarily the lowest price. Evaluation factors in tradeoff lease

1of5
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procurements generally relate to the real property being offered and should be
tailored to the particular acquisition and related to GSA's needs and the market.
Some evaluation factors can include quality of building, location, developer’s
experience, design excellence, and past performance.

¢. How will one jurisdiction within the Washington metropolitan area ever be
competitive for GSA leases, if technical factors in aggregate are more important
than price, when that one jurisdiction is held to a rental cap of $34 per square foot,
whereas other jurisdictions have caps of $38 and $49 per square foot, and the
tower rent cap effectively limits what offerors in that jurisdiction can spend on
their buildings to address technical factors?

GSA is committed to maintaining a strong federal presence in jurisdictions
throughout the Washington metropolitan area, and strives to give fair and
competitive access to all jurisdictions in the procurement of government leases as
the area office market continues to develop. Leasing rental rates are established
based on market data and analysis within that particular location to determine
adequate competition and market reasonableness. Rental rates in the Washington
metropolitan area vary throughout DC, Virginia, and Maryland so the rental cap
rates also vary.

2. Does GSA have a formal process to circulate among leasing contracting officers and other
realty practitioners such as source selection panel members, GAO decisions which sustain
protests of GSA leasing actions?

GSA's Office of General Counsel distributes GAQ decisions sustaining protests of GSA leasing
actions via e-mail and policy statements to the parties affected by those decisions and also
to its leasing attorneys nationwide, GSA is exploring ways to use such decisions as internal
teaching tools to reach a wider audience of leasing specialists.

3. Provide a detailed written analysis justifying the proposed $10 million on the line item
labeled “pedestrian tunnels” in the St Elizabeths prospectus request. Also confirm
whether a tunnel is proposed to connect the East and West campus, effectively
eliminating the need for street-level pedestrian crossings.

See attachment A, entitled “Importance of a campus connector - St £s.”
4. Provide a detailed plan for the nearly 100,000 square feet of amenities programmed for

the St Elizabeths campus. How does GSA propaose to balance the need for certain on-site
convenience amenities with the need to foster growth in adjacent, but off-site amenities?

20f5
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The amenity spaces at St. Elizabeths have been planned to provide the minimum necessary
services to allow effective and efficient campus operations, whiie at the same time relying
on the private sector through commercial development on the East Campus and
surrounding community to provide for the broader needs. Amenity space, as defined by
GSA, covers many different types of space that, if there were more than one agency as
tenant, would be considered joint use space. Given the limitation on development due to

- the National Historic Landmark status of the campus, the DHS occupancy plan uses joint-use

space to gain efficiencies where possible and promote interaction among the components.
Such space includes shipping and receiving, just-in time warehouse, child care center(s),
cafeterias and other food service facilities, a fitness center, the U.S. Coast Guard Exchange,
conference rooms, credit union(s), a DHS employee health unit, a DHS employee assistance
center, and an auditorium.

The planned campus amenities at St. Elizabeths germane to this inquiry are for on-site
conveniences that are typical on Federal campuses. Some of these amenities, such as day
care and food services, are not intended to meet the total campus demand. For example,
the Detached Dining Hall (Building No. 33), which is a contributing feature to the site’s
status as a National Historic Landmark (NHL), will be reused as a dining hall, but will only
accommodate approximately 300 persons at any one time. When Phase 1 is completed and
the Coast Guard takes occupancy of its new headquarters, there will be approximately
3,860 personnel on-site; not all of whom will be using this new dining hall. instead, many of
those who will not use the on-site dining hall will look to the surrounding community for
alternative places to purchase meals. Other on-site amenities, such as vending machines
and Randolph-Sheppard facilities, will also require community businesses to supply and
service these facilities.

As one of the Armed Forces, the U.S. Coast Guard occupancy requires certain amenities to
support military readiness and protocols; however, these services will also be available to
the rest of the campus population.

The overall campus amenity plan balances the need to supply essential services to sustain
campus operations with concurrent planning efforts targeting neighborhood revitalization
and innovation cluster development on the East Campus and the surrounding community.
GSA and DHS remain committed to continuing the ongoing coordination between the
federal development, the District of Columbia and the local communities to assure that our
efforts are mutually supportive to the broader economic development goals.

What is the average (mean) and median time for a site plan approval process in each of
the jurisdictions covered by the DHS mission support prospectus request?

See attachment B, entitled “Avg time for site approval process.”
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For the proposed McNamara FBI Annex in Detroit, what diversity factors did GSA/FBI
employ in developing the total parking requirement of 259 inside parking spaces? More
specifically, how did GSA/FBI determine a number to reduce the total agent head count
by to account for the fact that on any given day, a certain number of agents will be in the
field working cases, on sick leave, on annual leave, training remotely, or on official travel
status?

in developing the parking requirement of 259 inside parking spaces for Federal vehicles, FBI
considered the number of agents, along with the number of fleet, general purpose, and
special purpose vehicles. FBI accounted for the fact that on any given day a certain number
of agents will be in the field working cases, on annual leave, training remotely, or on official
travel status {sick leave was not considered) to determine the total number of vehicles and
parking spaces required.

On-site parking is available only for Federal vehicles, the vast majority of which are returned
to the parking garage at the end of the workday. The vast majority of their vehicles are
returned to government parking spaces at the end of the workday. FBI requires that all
vehicles must be stored in secure parking when not in use. Vehicles that are assigned to
agents out of the office must be returned to the garage. Each vehicle is fitted out with
special equipment requiring secure storage until signed out.

Where does the Prettyman Courthouse modernization project stand in terms of relative
priority with other courthouse projects, including both new construction and
modernizations?

At the time GSA formulated its Fiscal Year 2011 Capital Investment and Leasing Program,
Judiciary cited the Los Angeles and Salt Lake City courthouse proposals as their highest
construction priorities and the Moynihan and Prettyman courthouse proposals as their
highest repair and alteration priorities. The Judiciary did not provide an integrated list
prioritizing both new construction and repair and alteration proposals. GSA included
Moynihan and Prettyman as part of its FY 2011 Program submission because of the high
priority placed on them by Judiciary and the significant asset management issues
associated with each including the recapture of vacant space in Moynihan and the serious
asset infrastructure deficiencies in Prettyman.

Why is GSA requesting design money to renovate the Schwartz courthouse in San Diego
for new tenants when the Congressional intent was for GSA to move non-courts agencies
into the extra space in the annex, rather than allow the courts to move entirely into the
Annex and then have to pay for new tenant work to backfill the vacated space in
Schwartz?
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The current plan for the San Diego Courthouse Annex is to indeed put non-court agencies
into the balance of space. IRS and GSA are scheduled to move into the new courthouse
annex along with the Courts. ICE and the Executive Office for immigration Review will
backfill the Schwartz Courthouse once the Courts complete the move to the Courthouse
Annex. This solution was found to be the best solution to accommodate ICE's requirements
to be co-located into one facility. All of the ICE requirements would not be able to be
housed in the proposed San Diego Courthouse Annex as it is currently authorized. This
solution complies with the intent of the San Diego Courthouse Annex resolution.

. As with the Martinsburg, WV, option to purchase, why doesn’t GSA more routinely

negotiate fixed price purchase options when agreeing to terms for whole building leases,
as long as the fixed price is not a bargain on its face at the time it is negotiated?

GSA will negotiate purchase options when there is the possibility that an agency's
requirement for the facility may extend beyond the lease term. This is often the case for
agencies that have extensive technical requirements. In these instances, however, GSA is
still required to seek prospectus authority to exercise the purchase option.

Depending on the timing and the specific terms of the option, lenders may perceive a higher
risk where GSA includes purchase options in lease agreements. Therefore, without such
options, lessors may obtain better financing terms in terms of lower interest rates that may,
in turn, result in lower rental rates for the Government. However, we have no empirical
data on this subject. In addition, we have the discretion to exclude any purchase option if it
is apparent during negotiations that it is too costly. Purchase options that are specific in
their terms and based on fair market value generally should not result in higher rental rates.
Options that are vague and not clearly defined will mostly likely cost the Government more.

The Calais Maine Land Port of Entry is comprised of three discrete locations (Ferry Point,
Calais, and St. Stephens). Given that Calais is the principal crossing point and given that
that project is fully funded and authorized, where does Ferry Point-—for which GSA is now
requesting prospectus authority----on its own fall in the overall ordinal ranking of project
urgency for Land Ports of Entry by the Customs and Border Protection agency? In other
words, are there not more urgent LPOE projects than Ferry Point?

At the time GSA prepared and submitted its FY 2011 Capital Investment and Leasing
Program, the Ferry Point LPOE was ranked second on CBP’s five-year capital investment
plan, behind only Phase | construction at the Calexico West LPOE. Ferry Point was priority
number two because of its aging and dilapidated facilities and site congestion. Recognizing
this, GSA submitted both Calexico West Phase | Construction and Ferry Point Site/Design
Prospectuses as part of the FY 2011 President's Budget.
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The importance of a campus connector for project success at St. Elizabeths

The new consolidated DHS headquarters will allow full integration of 22 separate component
facilities. The initial plan was to place the entire headquarters on the federally owned West
Campus, but GSA and DHS subsequently agreed to locate one portion of the complex on the
East Campus, which is owned by Washington, D.C. This was done for two reasons. First, it would
assist D.C. in its efforts to redevelop East Campus into a vibrant, mixed use neighborhood.
Second, it would reduce adverse impacts on the historic character of West Campus. The master
plan for the 4.5 million square foot DHS headquarters calls for a below-grade connector for the
East and West campus facilities to accommodate pedestrians.

Below-grade campus connector

The pedestrian functions of the campus connector will further efficiency, convenience and
safety while promoting local business development. The connector will allow employees
conducting business in the DHS headquarters to reach any building within the facility without
repeatedly being processed through security screening. This will be essential for routine
meetings and appointments, for rapid assembly of key personnel in emergencies, and for
providing the various types of maintenance and delivery services that any large office complex
requires while maintaining the strict security requirements of the campus. Such shared
amenities as training and conference rooms, child care, employee assistance centers, and the
U.S. Coast Guard Exchange are located on the West Campus. Direct access is vital for FEMA
employees for efficient campus operations and avoids duplicative services in the FEMA
Headquarters Building.

We are working with the District Department of Transportation (DDOT) to ensure that the local
transportation infrastructure functions adequately. The proposed connector will allow DHS to
provide a shuttle bus service connection to the Congress Heights Metro station without adding
to traffic congestion on Martin Luther King Jr. Avenue.

GSA, DDOT, FHWA, and DHS jointly sponsored a comprehensive transportation analysis that
determined there is inadequate capacity between Anacostia Metro and the new access road at
Firth Sterling to support all DHS employees. Projections indicate that 42 percent of the DHS
workforce will use the metro. The Anacostia and Congress Heights Metro stations wilf have to
share that volume to prevent a failure in the network. The campus connector will allow DHS
employees to choose between the two metro stations regardless of whether they work on East
or West campus.

In the absence of a pedestrian connector, thousands of DHS employees will be forced to cross
Martin Luther King ir. Avenue during morning and evening rush hours to get to and from the
metro station. Additionally, meetings and other events would force frequent pedestrian
crossings throughout the workday, increasing traffic congestion without providing a significant
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benefit to local business owners. However, with the pedestrian connector, DHS employees
who wish to support local business owners will be able to enter and exit the East and West
campuses at grade, without competing with colleagues moving as quickly as possible between
campuses for business purposes.

GSA has worked closely with District agencies to integrate transportation access to the campus
and to adjacent projected retail and restaurant facilities. Shuttle bus service from the Congress
Heights Station will drop DHS employees off at the gate they will use for access to the East
Campus, adjacent to the commercial storefronts. Employees will pass by storefronts, enter the
gate, and either proceed to work at FEMA or take the tunnel to West Campus. Preliminary
projections indicate that each morning and evening 1319 DHS employees will use this gate, only
611 of whom will work on East Campus. Thus, the remaining 708 employees must use either
the campus connector or cross Martin Luther King Jr. Avenue at grade, creating considerable
rush hour traffic congestion.

Finally, if there is no campus connector, DHS will have to establish additional secure entry gates
to West Campus to handle the volume of pedestrian traffic. This will increase operating costs
sufficiently to eliminate any capital cost savings realized by not building the connector.

Conclusion

A below-grade pedestrian tunne! will increase efficiency, convenience, and safety while
protecting local business development. The campus connector will allow DHS employees to
access any facility in either campus without being subjected to excessive security screening
processes. Additionally, the connector will alleviate pedestrian congestion during rush hours
and throughout the business day without detracting from the positive impact new employees
will have on the local economy.
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5. What is the average {(mean) and median time for a site plan approval process in each of
the jurisdictions covered by the DHS mission support prospectus request?

In preparing solicitations for offers, GSA works with the customer agencies to develop a
minimum requirement for when occupancy must occur to meet agencies’ mission needs and
minimize space delivery risks. Successful offerors are often those with existing buildings or
those that can achieve the preliminary requirements for development related to new
construction in a short time frame to meet the occupancy date requirement.

GSA contacted the three jurisdictions, the District of Columbia, Arlington County, and Prince
George's County, covered by the DHS mission support prospectus request to determine the
average expected time period for site plan approval related to commercial office space
development. Arlington County responded that a typical site approval process takes
approximately nine to eleven months. Specifically, the County cited a wait time of 191 to 226
calendar days from the date of filing to the County Board approval. GSA has not yet received
comprehensive responses from the District of Columbia or Prince George's County for typical
approval times.

In an attempt to respond quickly, GSA has outlined the steps related to the site plan approval
process and approximate expected timelines related to each phase. These are GSA’ s estimates
and vary by jurisdiction. As stated previously, GSA’s typical practice is to stipulate the minimum
required date for occupancy; therefore, only projects that are capable of meeting the
requirement are able to compete.

An outline of steps related to the site plan approval process and approximate timelines are
cited below. It is important to note that these phases or steps can run concurrently.

e Site Plan Design / Review / Approval Process: 18 to 30 months

The Site Plan Design / Review / Approval process is the responsibility of a private
developer or owner in any legse procurement process, which is often completed prior to
GSA’s involvement. The local jurisdiction (city or county) provides Site Plan Approval in
accordance with locolly specified processes.

« Base Building Design / Permit Review / Approval Process: 12 to 18 months

The Base Building Design / Permit Review / Approval process is the responsibility of a
private developer / owner in any lease procurement process, usually prior to GSA
involvement except in specific Lease-Construct procurements. Building Permit Approval
is provided by a local jurisdiction (city / county} in accordance with their specified
processes.

10f2
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NEPA Building {or Site) Environmental Review Process: 6 to 24+ months (can be
completed in tandem when schedule requires)

NEPA review of a proposed site or offered buildings / parcels is a parallel, but
independent, consideration. GSA conducts a NEPA review of all offered buildings,
parcels, and projects, and seeks to identify and verify any environmental conditions and
requirements prior to award.

The NEPA Environmental Review process is always GSA’s responsibility, usually after the
submission of initial offers in a lease procurement. These reviews are considered more
comprehensive and easier to conduct if offerors include the information associated with
or required as part of an approved site plan or site plan process.

20f2
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ASAORARDUA OF UNDERSTARDING
BETWEEN THE
DEPARTMENT OF BTATE,
AGERCY FOR IRTBRRATIORAL DEVELOPAENT
AND THE
GERERAL SERVICES ADMINISTRATION

The purpose of this mesoranduns of Understanding ie €O provide o
basis of sgreement betveen the Department of Btate, the Agency
for International Pevelopment (AID), and the Genersl Services
Administration (GSA) concerninpg the long-range strategy for
housing the Department of Etate and AID in the Mationhal Capital
Repion.

As an overall housing objective, it is sutually apreed to
concentrate most of the apencies® office activities in or nesr
the majin State Depsrisent building in mashington, D.C. Bpegial-
purpose and special-location functions vill be located elsevhere
as reguired, Achieverent of this objective would reduce the
number of agency loctations, msintain and enhance the functional
relationehips within the agencies and with related activities of
other agencies, and improve the efficiency of space utilizatien.

It is sutually apreed to accomplish the followinp specific
actionsy

l. Retain Colusbia Plaze for the exclusive octupancy of
State and AID. Office space to become available Ysllowing
the relocations of EBOC and Bureau of Rines would be diviced
on an approximate 60-40 basis between State and AID.

2. During the period of renovation te the BVAC systex in
Columbie Plazs between FYBE and FYS0, State and AID will
seek to jdentify offices in the main Btate building which
can be permenently moved to Colusbia Plaza. This would
creste vacant areas in the main Btate building for Gsa to
proceed with renovations.

3, If temporary relocstions are reguired during the
projected renovation of the main State building, BStste and
AID will reoccupy it in a psttern consistent with the
current understanding between the two apencies. In
sddition, to ensure full coordination of all actions within
snd betvaen GSA, tate, and ALD involved in such s cosplex
undertaking, each agency will name & single coordimacor teo
represent the intsrasts of their apency. ZThese three
representatives will serve together a8 ths "hain State
Renovetion Board,® mesting as needsd snd organizing sub-
groups with the neceasary participants froe sath agency.
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4. Relocate Btete's Poreion Service Institute (PEI) to the
new facility at Arlinpton Bal) by 195i.

5, Btate's impediate expension needs due to the Omnibus
piplomatic Becurity and Antiterrorism Act of 1986 will be
provided or followss retein the Berkley Building in Rogslyn
for the Proreipn Buildings Office ang secure spaCe in »
building under construction at 212) virginie Avenue, Rn for
the Bureau of Diplomatic Becurity. The spacte at 2121
Virginia Avenue ip sub)ect to succeseful negotiation of &
Jease by GSA, and is scheouled for occupancy during 1987.

1f a lease cannot be successfully negotisted, an alternative
Jocation will be provided,

6., Btate wi)l advige GSA a5 soon as possible of additiona)
diplomatic security expansion needs as they develap.

7. Relocate the mail pouch operstion to & new location
closer te Dulles Airport, pending prespectus suthorization,

8. Retain State's office in mclLean, the washington pieid
Office in Rosslyn, and the warehouse space in the suburbs,
gowever, consideration will be given te consolidating the
warehouse space as conditions warrant.

5. Stote will be assigned any and all space that becomes
available on the property at 2430 B Street, R, as it
becones available an¢ is rencvated,

10. 1n accordance with an approved prospectus, reduvce and
relocate LID spece from the Architect Building to-Rosslyn
Plaze C. Occupancy is expected by 1988. This move is
subject to successful nepotistion of & new lease and the
renoval of ssbestos ceiling tiles in the building.
pltisstely, it is plenned to housed this reguirement in
Colunbias Plazs.

11. Relocate AID gpace from Oniversal North by 1988. Pinal
occupancy may be in an slternste location if spsce is not
then svailable in Columbia Plaza.

12. Retain AID space at 515 22nd Street, Mi, initially, but
pive consideration to final occupancy in Colusbis Plaza.

13, Retain AID space at 1100 etilson Boulevard, initially,
but give consideration to final occupancy in Columbis Ploza.

14, Retain AID warehouse space in Arlington.
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Al parts of this spreement are continpent on funding approvals
fronm the Office of menagement snd Budpet and the Congress.
State, AID; and GSA wil) work together to secure these approvals,
If the approvals are not secured in the requited timeframes, the
parties agree to work topether to develop alternstive actjons to
accomplish the oversll cbjective of consolidating moBt of Stete
and AID in or near the main Btate Department building.

It is mutually apreed end understopd by both patties that time jg
of the essence in cozpleting the above cited actions, and that
each psrty will cooperate to the fullest extent possible in the
accomplishment of thie purpose.

s VDU £

partment of State Date Apency for International Date

Development
Got1, 57

Ganeral Bervices administration Date
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The proposed project at the E. Barrett Prettyman U.S. Courthouse (Prettyman CT) will modernize
building systems, correct environmental concerns, enhance security, and renovate high priority interior
space. Work will be conducted in five phases to allow some tenants to remain in the building during the
renovation and minimize tenant disruption caused by multiple moves during the renovation.

The Prettyman CT level of accessibility is insufficient to meet current standards for the disabled per the
ADA. The fire alarm, smoke detection and sprinkler systems are obsolete and functionally inadequate to
provide sufficient protection for the tenants, or to meet current fire code requirements. The building
currently relies on outdated and uncoordinated mechanical, electrical and plumbing systems. Without
this project, the systems will continue to deteriorate, and continue to fail unexpectedly. Air quality and
temperature control in the building is extremely poor, particularly within the courtrooms themselves.
Details of proposed work items are below.

Building Systems Modernization

Provide required fire protection in accordance with Federal, state, and local code
Improve building energy efficiency and tenant comfort and health by replacing existing
mechanical systems, obsolete electrical/power equipment, and obsolete telecommunications;
Upgrades include:
o HVAC systems and building temperature controls with variable speed drives and zone
controls
Low flow plumbing fixtures
Lighting system with energy efficient lamps and occupancy sensors and lighting controls
Energy efficient blast windows and doors
Energy efficient hot water generators
o Elevators with high efficiency motors
* Design public and limited restricted spaces according to Architectural Barriers Act Accessibility
Standards
o Public toilet rooms, stairways, and elevators will be redesigned and renovated to meet current
accessibility guidelines, current codes, and modern operation. Design work will include some
minor reconfiguration of spaces or reprogramming of space functions.
* Restore existing historic finishes where impacted by building systems installation

0O 0 0 o0

Remediation of Environmental Concerns

* Abate asbestos insulation, lead based paint, and mercury and PBC ballast in existing light
fixtures. Process will include the abatement of highly friable asbestos fireproofing on structural
steel, floor decks, and above-ceiling components

Security Upgrades

* Install blast windows, new emergency lighting, and upgrade perimeter security throughout the
complex

Renovation of Interior Spaces

o Refurbish public corridors, lobbies, and restrooms
o General Office and Support Space
o Finishes (install new carpet, paint walls, install new doors and hardware)

8/03/10 1
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o Install new vault for District Court Clerk’s Office
o Libraries and File Space
o Same as finishes in General Office and Support Space
¢ Courtrooms, Judges Chambers, Witness Rooms, Jury Deliberation Rooms, and Conference
Rooms
o Same as finishes in General Office and Support Space (not including refurbishing
woodwork, ADA upgrades, and partition relocation)
o Limited space layout changes to improve accessibility
®  Jury Assembly
o Same as finishes in General Office
o Court functions will be handled through scheduling and alternate locations. No additional Tl is
planned
e Relocation of various court functions, for example, Media Center & Press Room, DC Clerk SCIF

e USMS Holding Cells, Lavatories, and Elevators adjacent to Courtrooms
o Bring these areas up to standards in Publication 64, dated May 2007
o Include cabling required for connectivity to main control room
¢ Administrative Offices and Cell Block
o Reconfigure current existing space
o Build-out New Cell Block
& USMS Firing Range, renovate existing

o New HVAC system in the firing range

o New acoustic wall and ceiling treatment

o New lighting within the firing range

o Install new control room

o Abate lead in old firing range and return space to USMS for use.

® USMS General Operations
o Limited space layout changes to improve accessibility

The work outlined above will comply with standards outlined in US Courts Design Guide, GSA Facilities
Standards for the Public Buildings Service, and US Marshals Service Requirements and Specifications to
the extent feasible and practical when renovating existing space, with appropriate focus on the various
guides” technical requirements for building systems. It is important to note that under this building
systems modernization, GSA is not adding additional courtrooms. However, due to this project,
restoring finishes and adjusting wall locations in areas impacted by the project (e.g. General Office,
courtrooms, etc.) are necessary. Courtroom sharing specifications do not apply in the Prettyman CT
proposal, because as mentioned above, no new courtrooms or chambers are part of the overall scope of
work.

8/03/10 2
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